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Only when you have comprehensive, 
accurate, and reliable facts at hand 
can sound decisions be made. 


Reports 


Commonwealth's specialists —with 


Business Surveys years of experience in financial work, 
A raisals engineering, taxes, insurance, and the 
PP many other phases of today’s business 


activity will analyze the many factors 
affecting the operations and future 
outlook of a given business or industry. 










As a preliminary to investment; to ob- 
tain a perspective on existing business 
or future expansion; to get all the 
facts — use a Business Analysis by 
Commonwealth as your blueprint for 


sound executive decision. 


“A man's judgment 
is no better 
y 4 than the facts 


at his command..." 


GET THE FACTS! 
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Utilizing design improvements developed to in- 
crease power generation efficiency and raise the level 
of unit availability, Pennsylvania Electric Com- 
pany’s new Shawville Station truly typifies power 
progress while demonstrating Penelec’s awareness 
of future requirements in the area it serves. Cur- 
rently operating as a two-unit plant, Shawville Sta- 
tion will eventually be expanded to 4 units and have 
a capacity totalling more than 500,000 kw. 


Another addition in General Public Utilities’ expan- 
sion program, Shawville Station is situated in coal 
fields near the center of Penelec’s system load. Its 
two identical B&W Radiant Reheat Boilers have a 
design pressure of 2080 psi and a combined steam 
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capacity of 1,788,000 lb per hr. These units include 
B&W Cyclone Steam Separators for natural circula- 
tion and each is equipped with 16 burners served 
by 4 B&W Pulverizers. This installation also in- 
cludes B&W tubular airheaters and B&W continu- 
ous-tube type economizers. 


Modern in every sense, Shawville Station has already 
demonstrated its efficiency during the first months 
of operation. It is one more practical tribute to the 
unending efforts of progressive electric companies, 
consulting engineers and B&W boiler experts work- 
ing cooperatively to further advance the science of 
steam-electric power generation. 
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Shawville Station of the 
Pennsylvania Electric 
Company. Engineering 
design and construction 
supervisory services by 
Gilbert Associates, Inc. 
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One of two identical, dry-bottom B&W Radiant 
Boilers now supplying steam at Shawville. Steam 
capacity is 894,000 Ib per hr per unit. Steam 
pressure is 1900 psi at the superheater outlet and 
temperature is 1055 F with reheat to 1005 F. 
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_—* the important and probably last- 
ing effects of World War II and the 
Korean episode on our tax structure is the 
so-called ‘‘fast tax.” This program, orig- 
inally designed as an emergency measure 
to encourage rapid plant expansion of pri- 
vate industry in the production of arma- 
ment and defense supporting products, is 
widely misunderstood. 


SOMETIMES it seems to be purposely 
misunderstood. Sometimes the very poli- 
ticians who have approved or at least 
agreed to the use of rapid tax depreciation 
as an aid to stimulation of necessary in- 
dustrial activity and expansion, speak of 
it during an election campaign as if it 
were some kind of a forgiveness scheme, 
if not a tax evasion scheme. 


ACTUALLY, the so-called “fast tax” 
amounts to little more than a deferral of 
tax liability, plus a gamble that tax rates 
will be lower at the end of the concentrat- 
ed period of large-scale deduction for de- 
preciation. If tax rates are higher at the 
end of that period, which could easily be 
the case in this age of recurring crises and 
armament races, the corporate taxpayer, 
availing itself of the “fast tax,” can easily 
come out at the very short end of the 
bargain. 


@ Fabian Bachrach 


WILLARD F. STANLEY 


A. M. RIPPEL 


ALL of which is background for a most 
timely and important topic, which is the 
subject matter of our leading article. Be- 
cause of its high and substantial rate of 
expansion, it is particularly important for 
the utility industry. The author of this 
article, who is also the author of the latest 
book on rapid tax depreciation, gives us 
an analytical account of the special impact 
of the new tax policy on public utilities. 
To the extent that the “fast tax’’ concept 
becomes a permanent part of our federal 
tax structure, this subject is of vital sig- 
nificance to all concerned with public 
utility economics and management. 


WILLARD F. STANLEY, author of this 
article, is president of Corporate Services, 
Inc., of New York city. It furnishes con- 
sulting services to utility and industrial 
corporations on financial and related mat- 
ters. He was formerly financial vice presi- 


_dent of Southwestern Public Service 


Company. He is now a member of the 
Controllers Institute of America and of 
the New York Society of Security Ana- 
lysts. . 


HE is a member of the national com- 
mittee on federal taxation of the Control- 
lers Institute and of the national commit- 
tee on social security of that institute, and 
several other allied organizations. 
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Into a new plant go steel and glass and 





concrete—machines and metals, 
manpower and money. 


More important, however, is the skill, the 





experience and the resources of the planners 
else Meco) assiaulon(olewn Nel-M-1ale lal -1-1dlalemmelare, 
construction firm that stands behind the plans 





of a new plant may well hold the key 
to its future success. 


Over its half-century of existence Ebasco 
has. engineered and constructed more than 
two billion dollars of new plants. Ebasco can 
be brought into action the moment the need 





for new facilities is recognized—-can cover 
every step from site selection, preliminary 
planning, engineering, actual construction, 
are lalmieicollle lal laiiicelim ol(olalme) o\-1elielan 


Our services are available, practically and 
economically, in building both large and small 
projects. Every new plant handled by Ebasco 
receives the same quality engineering and 





construction—the mark of Ebasco projects 
all over the world. 


gsi 
Our booklet—“The Inside Story of Outside Help” ~ = — 
tells the story of Ebasco and its services. ae Pe 
For a copy, without obligation, write ; 
Ebasco Services Incorporated, \ 
WA 
Two Rector Street, New York 6, New York. . NAS 
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PAGES WITH THE EDITORS (Continued) 


W: have over the past five years pub- 
lished over a dozen leading articles 
on the controversial question of whether 
the Federal Power Commission should ex- 
ercise jurisdiction over independent pro- 
ducers of natural gas. Following our tra- 
ditional policy, these articles have various- 
ly reflected the legal, the industrial, the 
consumer, and the regulatory points of 
view. But one point of view that has not 
been particularly stressed through all the 
arguments which led to the passage and 
veto of the old Kerr Bill in 1950, is the 
impact on other industries of such FPC 
control. 


IN this issue, beginning on page 245, A. 
M. RipreL, manager of the natural gas 
department of the Phillips Petroleum 
Company, has undertaken to analyze what 
he calls the chain reaction of FPC con- 
trol over independent gas producers. He 
arrives at a fundamental conclusion that 
the citizens of this country must choose 
between the law of supply and demand to 
govern competitive products or price con- 
trol by the federal government. 


A. M. Rrppet, author of this article on 
the impact of FPC attempts to regulate 
gas producers, joined Phillips in 1925 as 
a valuation engineer. Following two years 
as assistant manager of the gas division 
of Phillips’ natural gasoline and gas de- 
partment, he advanced to manager of the 
gas division in 1939. When the natural gas 
operations were placed under a separate 
department in 1951, Mr. RiIpPpEL was 
made the manager. Mr. RIPPEL is a 
chemical engineering graduate from Buck- 
nell University. He is a member of the 
Independent, American, and Southern 
Natural Gas associations; American 
Chemical Society; American Institute of 
Mining and Metallurgical Engineers; and 
several Masonic bodies. 


* * *K * 


I’ recent years local zoning has become 
an increasingly important and trouble- 
some problem for gas, electric, and tele- 
phone companies. Where zoning is in ef- 
fect, both public utility companies and 
private property owners lose a great meas- 
ure of freedom of action unless zoning 
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M. C. AVERY 


regulations are carefully and fairly drawn 
in the over-all public interest. M. C. 
AVERY, recently retired head of the land 
and insurance department of the New 
York State Electric & Gas Corporation, 
has made a practical and up-to-date study 
of problems and procedures which public 
utility companies can well consider in deal- 
ing with the zoning requirements and nec- 
essary changes in zoning regulations. 


Mr. Avery, whose article begins on 
page 252, is a native of New Hampshire 
who was educated at Dartmouth. Fol- 
lowing a background of construction ac- 
tivity, he entered the services of the New 
York State Electric & Gas Corporation in 
1927 to acquire rights of way for electric 
transmission lines. There followed, until 
his recent retirement after nearly twenty- 
eight years of service with that organiza- 
tion, a career devoted to the technique and 
improvement of right-of-way practice for 
electric and gas facilities. In the process 
he rose to become head of the land and 
insurance department. In his article he 
gives us a practical and up-to-date study 
of problems and procedures to be consid- 
ered in dealing with modern zoning re- 
quirements and necessary changes in zon- 
ing regulation. 


THE next number of this magazine will 
be out March 17th. 


Mh Bskctdin 
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The Calculator that PRINTS! 


Here, at last, is the calculator 
that combines fully automatic 
action with printed results. 
No figurework problem is too 
complex for the new Model 99 
Printing Calculator to handle 
with ease and accuracy. 

The services of this great 
machine can completely 
revitalize your statistical, 
accounting, or other figurework 
departments. Write for free 
booklet No. C669, Room 1377 
315 Fourth Ave., New York 10. 








Coming IN THE NEXT ISSUE 


* 


THE MID-SESSION CONGRESSIONAL OUTLOOK 


TELLING 


The administration's public power program and the arguments over the Dixon-Yates 
contract received early and extraordinary attention in the first session of the 84th Con- 
gress. By this time, key committees have organized and the major recommendations 
of President Eisenhower have been unfolded. Most of the bills which will affect public 
utilities have been introduced. What, then, is the outlook for public utility industries 
as Congress gets down to an actual working basis? T. N. Sandifer, veteran Washing- 


ton correspondent, sizes up the situation. 


TEACHERS ABOUT THE UTILITIES 

In Baltimore, a number of industrial leaders decided that the schoolchildren were not 
so generally well-informed about how business in their own home town operates as 
they might be. To aid in a better understanding of what the leading business enter- 
prise means to that city, a brief postschool season instruction week for public and 
private schoolteachers was organized. Among those participating were the public 
utilities. James H. Collins, California business editor and writer, tells how the Baltimore 


utility companies got together on this project of mutual concern to all business. 


ELECTRIC POWER SUPPLY IN GREAT BRITAIN. PART I. 


Since 1948 the electric utility system of Great Britain has been taken over and oper- 
ated by a central government authority. It functions under the control of the British 
Minister of Fuel and Power. It is probably the most recent example of a wholesale 
expropriation of a nation's major public utility service. Ernest R. Abrams, well-known 
American financial writer, has made a 5-year check on the setup of the British electric 
system. In the first of this 2-part series, he tells us how the setup is organized admin- 


istratively and financially. 


* 


Al sO... Special financial news, digests, and interpretations of court and com- 
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mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 


PUBLIC UTILITIES FORTNIGHTLY—MARCH 3, 1955 


XUM 


iT 


To Master 
What Your 


The "One Step" Meters 


Method of 


BILL ANALYSTS 


Say! 





The service for faster, more accurate bill analyses in our office 
at a cost lower than in your own, is all described in 


detail in this new booklet. May we send you a copy? 


RECORDING 
& STATISTICAL 


CORPORATION 


100 SIXTH AVENUE NEW YORK 13, N. Y. 


RECORDING & STATISTICAL CORP. 
100 Sixth Avenue, New York 13, N. Y. 


Send a copy of the “One-Step” booklet to: 


NAME 








ADDRESS. 





CITY. ZONE. STATE 
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Leo CHERNE 
Executive director, Research 
Institute of America. 


EDITORIAL STATEMENT 
Los Angeles Times. 


M. S. RUKEYSER 
Columnist. 


CLIFFORD F. Hoop 
President, United States 
Steel Corporation 


Louis W. Dawson 
President, Mutual Life Insurance 
Company of New York. 


Rosert S. ByFIELD 
New York financial commentator. 


WILLIAM JACKMAN 


President, Investors League, Inc. 


C4oukeble Coke 


“There never was in the world two opinions alike.” 


—MONTAIGNE 





“I would prefer that business judgment rest on a 
stronger reed than the securities exchange.” 


“The federal regulation of gas production is not a good 
idea. It would do much more harm than good; and the 
general public would not be benefited by it. Regulation 
is for natural monopoly; and gas production is not a 


natural monopoly.” 
- 


“The sales-minded person is experienced in getting the 
other fellow to behave in the manner the former desires. 
This is helpful to ex-businessmen now holding posts in 
the executive department, especially in their contacts 
with Representatives and Senators.” 


* 


“Tt is inconceivable to me that the management talent 
which created our efficient industrial mechanism cannot, 
by the same genius, bring about an understanding of 
the simple truths of that mechanism, a faith in its ability 
and unwavering confidence that private enterprise is the 
only economic formula compatible with freedom.” 


¥ 


“We know that welfare plans, unless kept within 
practical limits, can become a Frankenstein that may de- 
stroy us. History is replete with examples of govern- 
ments that have seriously retarded their economic prog- 
ress, or suffered serious inflation, trying to make good 
on promises that were never economically justified.” 


> 


“We have frequently referred to the millions of Com- 
munists in various countries on both sides of the Iron 
Curtain who accept the collapse of Capitalism as in- 
evitable. For them a slump, or a dip, or even a period 
of hesitation in our business setup is no normal adjust- 
ment but rather unmistakably evidence of rigor mortis. 
The apparatus by which this component of Marxist doc- 
trine is diffused all over the world cannot be under- 
estimated.” 


* 


“We are at the economic crossroads today, and 1955 
may well determine whether more Socialism shall be the 
lot of the next generation. Once a government is allowed 
to compete with its citizens in business, it has a tendency 
to grow until it stifles private initiative. I’m of the firm 
conviction that the only time government should enter 
the business of business is when private enterprise is 
unable to do so. I believe in a balanced federal budget. 
I think it could be balanced if government got out of 
business.” 
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If you provide your own communications system... 


HAVE YOU ADDED UP ALL THESE COSTS? 


Owning and operating your communications system 
can be a costly experience, with many costs frequently 
overlooked. Depreciation, taxes, overhead, mainte- 
nance, loss of interest on capital all contribute to your 
total communication expense. 


Bell System communications are low in cost. You 
pay only a fixed monthly charge for services and facili- 
ties tailored to your exact needs. No more, no less. 
Your capital is not tied up but left free for income- 
producing investments in your business. 


The installation of your communications is just 
the beginning of the Bell System job. Maintenance, re- 
placement, inventory, storage, extension and rearrange- 
ment are all handled rapidly and efficiently—no longer 
problems for you. 

Let us show you how Bell System know-how and 
experience can be put to work to solve your com- 
munications problems. For a complete communica- 
tions study, made without charge, call your local Bell 
Telephone representative today. 











TELEPHONE TELETYPEWRITER 


MOBILE RADIO 











BELL TELEPHONE 


METERING CHANNELS SYSTEM 











REMARKABLE REMARKS—( Continued) 


James P. MITCHELL 
Secretary of Labor. 


LAWRENCE R. Harstap 
Atomic energy consultant, 
Chase National Bank. 


RAYMOND MOLEY 
Columnist. 


W. STERLING COLE 
U. S. Representative from 
New York. 


CLARENCE FRANCIS 
Retired chairman, General 
Foods Corporation. 


EDITORIAL STATEMENT 
The Wall Street Journal. 


Cie D. Jounston 


President, Chamber of Commerce 


of the United States. 


GwIL_yM A. PRICE 
President, Westinghouse Electric 
Corporation. 
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“A good company and a good union can live together 
without trying to tear the employee apart.”’ 


* 


“Not many people know much about electricity and 
combustion, but this doesn’t keep us from using them.” 


¥* 


“Perhaps my theories of finance are obsolete in this 
new day of semantics, but it has always been my under- 
standing that nothing is an asset that does not yield 
a material return. Anything that does not is a liability.” 


> 


“The real way to do the American taxpayers a dis- 
service, is to keep private ‘capital out of atomic energy. 
I am sure that the profit-and-loss statement of private 
concerns now starting atomic power programs will soon 
prove the problem of an atomic giveaway is illusory.” 


* 


“Fifty years from now, when you look back at to- 
day, much of what is now transpiring will seem old- 
fashioned, if not primitive, for we are on the threshold 
of an era, here and abroad, which will chalk up stupen- 
dous and undreamed of developments on the economic 
front.” 

* 


“Compromises may be necessary in statecraft. But it 
is equally necessary for someone to point out that they 
are compromises. And if human relationships seem to 
require that a strict adherence to the economic verities 
be somewhat tempered, it is essential that someone point 
out that tampering with them has historically had dis- 
astrous results.” 


5 


“The sheeplike trust of people in the omniscience 
of government is one of the incredible and tragic 
phenomena of our time. We are giving a form of lip 
service to free enterprise and at the same time stifling 
it with an increasing blanket of controls and restraints, 
with a resultant attrition of energy and initiative which 
might well prove fatal.” 


* 


“In the first place, atomic power plants will use much 
the same equipment and facilities as coal-fired steam 
plants. We anticipate that the ‘uranium boiler’ will sim- 
ply take the place of the coal boiler. The generators and 
transformers will be of the same types. The turbines 
may be essentially the same as those now being used. In 
the second place, the demands for electric power in the 
decades ahead will be so stupendous that every resource 
that is practical and available will be needed and used. 
Atomic power will enter the picture as another major 
source of energy, not as a replacement but as an essen- 
tial supplement.” 
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YOUR 
Special Advantage 
for MARCH! 


. ... this is the SPECIAL ADVANTAGE STICKER 
which dozens of companies are using this month 
on the front cover of Electrified Industry. —> 


THE SPECIAL ADVANTAGES of electric 
service include: . . Convenience . . . Flexibil- 
ity .. Instant Starts ... Economy... Reli- 
ability . . Cleanliness . . . Good Regulation 
... Ability to take Overloads . . . and the 
Cooperation and Advice on Electrical Prob- 
lems which most power companies offer. 


Customers are reminded of you and of the 
SPECIAL ADVANTAGES of being on your 
lines. In addition your stickers help them 
route your messages to additional readers. 


Some companies make up stickers which 
carry their own slogan ( a good idea). Others 
have Reddy Kilowatt remind the readers that 
electric power is their willing servant. 











NEW MATERIALS, new methods and 
new automatic machinery can save you 
money. Call on us for power and for free 
advice on light, heat and power problems. 


OHIO EDISON COMPANY 

















Power salesmen make friends for your 
companies and add to your “net divisable.” 
Years ago they decided that they needed help 
to overcome the effects of the competitive 
power, diesel-and-steam, agin-the-utilities 
magazines that they saw on their customers 
desks. They helped create the picture maga- 
zine which tells the true story that electricity, 
properly used, is worth many times its cost. 


They use this magazine to make 21¢ calls 
for them in between the $5 and $10 calls they 
make in person. 


By using Electrified Industry they are able 
to maintain better-than-ever customer contact 
and increase the net revenue of the utilities. 


ELECTRIFIED INDUSTRY ~ Todays hietwess 


Martin Publications = 20 No. Wacker Dr., Chicago 6 
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FOR CLEANER 
COOKING 





Columbia Gas System 


delivers a modern miracle - 
24 Hours-A-Day! 





FOR CHEAPER 
/ DRYING 






a | a is 


\ 





FOR INSTANT 
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© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Centra! Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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FIRST IN THE FIELD in point of time... Hill, Hubbell 
has remained FIRST. One reason is the instinctive 
“know-how” that can come only from constant 
association with a business from its inception—a 
“know-how” that reflects the engineer’s science with 
the hard-knocks of actual experience 


in plant and field. 


HILL, HUBBELL and COMPANY 


Factory Applicators of Pipe Coatings and Wrappings 





DIVISION OF GENERAL PAINT CORPORATION 
3091 Mayfield Road + Cleveland 18, Ohio 
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Less heat waste 


























Less surface area, less heat lost ‘cs 

+H rdinary 
Rounded exclusive Power-Dome com- Dodge avoids ignition 
bustion chamber has less surface area power- 
than irregular chambers. Thus less a 
heat is dissipated into cooling system, stealing 
more heat is utilized within the cham- 
ber to expand gases more fully, give hot spots 







reater thrust to piston. 
, Power-Dome _Pre- ignition i 


combustion from carbon 
chambers are _— “hot spots” 
rounded, have 

no corners or pockets in which carbon 
deposits can build up. Such deposits 
become red-hot, pre-ignite the fuel-air 
mixture, cause engine knock and loss 
of power, lead to costly repairs. 





Short flame travel, 
better valving 










Dodge 
V-8 


Ordinary 
V-8 









With Power-Dome combus- 
tion chambers, the spark 
plugs are located at or near 
the center. Thus the flame 
has a shorter distance to 
travel, combustion is more 
even. Large unrestricted 
valves mean better “‘breath- 
ing” and greater efficiency. 





























get more powe 
use [age gae with 


POWER-DOME V8 truck engines! 


Truck owners everywhere report more power and less fuel 

S consumption with new Dodge Truck Power-Dome V-§ 
oN engines. AAA-supervised tests proved the power of Dodge 

peri 4 Truck V-8’s in-a history-making Pikes Peak climb . 

ome a ay proved the economy of Dodge Truck V-8’s in a sensational 

22-mile-per-gallon Economy Run. 

Look at the pictures and captions shown on this page— 

then, for further details and an eye-opening road test, see 

your dependable Dodge Truck dealer! 
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PRODUCT OF CHRYSLER CORPORATION 
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You may find 


a fresh approach... 


Tackling utility company problems daily .. . 
maintaining close and continued contact with 
the financial world gives us an understanding 


of the complex field of utility fmancing and 








investor relations which may be of help to you. 


A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at Digby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET ° NEW YORK 15, N. Y. 


Capital Funds over $123,000,000 Total Resources over $1,400.000.000 
Witt N. Enstrom, Chairman of the Board 
ss fuel Ricuarp H. West, President 
V-§ ee ; e ; : 
Dodge Public Utilities Department—Joun F. Cuitps, Vice President in Charge 
tional MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
age— 
st, see 
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Thursday—3 


Edison Electric Institute 
begins street tree and utility 
conference, Cleveland, Ohio. 


Friday—4 


Southern Gas Association 

begins transmission man- 

agement conference, Hous- 
ton, Tex. 


Saturday—5 


Water Works 
Association, Southeastern 
Section, will hold annual 
meeting, Savannah, Ga. 
Mar. 21-23 Advance no- 


American 


Sunday—6 


North Central Electric As- 
sociation, Sales Committee, 
begins meeting, Denver, 


Colo. 





Monday—7 


National Association of 

Corrosion Engineers begins 

annual convention, Chicago, 
Til. 


Tuesday—8 


Pacific Coast Electrical As- 

sociation, Engineering and 

Operating Section, ends 2- 

day conference, Pasadena, 
Cal. 


© 


Wednesday—9 


Mid-West Gas Association 
ends 3-day meeting, St. 
Paul, Minn. 


Thursday—10 


Pacific Coast Gas Associa- 

tion ends 2-day customers’ 

service conference, Carmel, 
Cal. 





Friday—11 


Southeastern Electric Ex- 

change will hold annual 

meeting, Boca Raton, Fila., 

Mar. 21-23. Advance no- 
tice. 


Saturday—12 


Nebraska Telephone Asso- 

ciation will hold conven- 

tion, Lincoln, Neb., Mar. 
22-23. Advance notice. 


Sunday—13 


National Electrical Manu- 
facturers Association be- 
gins meeting, Chicago, IIl. 


Monday—14 


Texas Telephone Associa- 
tion begins annual conven- 
tion, San Antonio, Tex. 








Tuesday—15 


American Institute of Elec- 
trical Engineers. begins 
utilisation of aluminum 
conference, Pittsburgh, Pa. 





Wednesday—16 


Association of National Ad- 
vertisers begins meeting, 
Hot Springs, Va. 


ey 





Thursday—17 


Edison Electric Institute, 

Industrial Relations Com- 

mittee, begins meeting, New 
York, N. Y. 





Friday—18 


American Society of Me- 

chanical Engineers will hold 

management conference, 

Cleveland, Ohio, Mar. 23- 
24. Advance notice. 
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Courtesy, El Paso Electric Company 


The utility pole yard—the beginning and end of the line. 
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What the New Rapid ‘Tax 
Depreciation Means to Utilities 


The subject of rapid depreciation is one of the most timely and im- 

portant for the American economy and, because of its high and 

substantial rate of expansion, particularly so for the utility industry. 

This is far more important than the relatively temporary accele- 

rated amortization of emergency facilities, for it is to continue 

permanently and will apply, if desired, to all classes of new prop- 
erty additions. 


By WILLARD F. STANLEY* 


ECAUSE of the substantial and con- 
tinuous expansion of the facilities 
of the utility industry, and the long 

life expectancy of the new properties, the 
new rapid depreciation deductible for in- 
come tax purposes under the 1954 Inter- 
nal Revenue Code should be particularly 
important to utilities. 

The new Income Tax Code gives 





*President, Corporate Services, Inc. New York, 
New York. For additional personal note, see “Pages 
with the Editors.” 


American industry the right to adopt for 
tax purposes, one of the new, rapid meth- 
ods of depreciating new property ac- 
quired, constructed, or reconditioned on 
and after January 1, 1954. This right also 
applies to projects initiated prior to Jan- 
uary 1, 1954, to the extent of the cost of 
construction on or after said date. 


. | “HE basic methods of tax depreciation 
under the new law are: 
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1. The Straight-line Method. This 
is the method customarily used in the 
past and consists of depreciating prop- 
erty in equal annual instalments over 
its anticipated life expectancy. This 
method may be applied to all depreciable 
property, whenever acquired or con- 
structed and of any life expectancy. 

2. The Declining Balance Method. 
This method is not new, but hitherto 
was permitted only in special cases. The 
new law permits a write-off of 200 per 
cent of the straight-line rate annually, 
applied to the depreciated balance re- 
maining at the end of each year. For 
example, if a new property had an ex- 
pected life of five years, the write-off 
the first year would be 40 per cent of 
cost (instead of 20 per cent under the 
straight-line method); the next year 
the deduction would be 40 per cent of 
the balance of 60 per cent remaining 
undepreciated, or 24 per cent of cost; 
the following year the 40 per cent would 
apply to the 36°per cent of cost remain- 
ing undepreciated, which would make 
the deduction equal to 14.4 per cent of 
cost, and so on. This method may be 
used only with respect to new (not sec- 
ondhand) tangible, depreciable prop- 
erty acquired or constructed on and 
after January 1, 1954, and having a 
life expectancy of three years or more. 

3. The Sum of the Years Digits 
Method. This method, too, has been 
used occasionally in the past, but is now 
made available by the new law to all 
taxpayers with the same limitations as 
to the date of acquisition or construc- 
tion and life of property as in the case 
of the declining balance method. The 
formula for computing deductions un- 
der this method is to add together each 
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year in the expected life of the property 
(in the case of a 4-year life, this would 
be 4 plus 3, plus 2, plus 1, equals 10) ; 
and then divide this figure each year 
into the remaining years of life expect- 
ancy (including the current year) ; thus 
for the first year the calculation would 
be 10 divided into 4, or 40 per cent of 
cost; the next year 10 would be divided 
into 3, making 30 per cent of cost, and 
so on. 

4. Any Other Method selected by the 
taxpayer, provided the cumulative de- 
ductions at the end of any taxable year 
during the first two-thirds of life ex- 
pectancy of the new property shall not 
exceed the cumulative deductions under 
the declining balance method. So, it 
is still possible to use special formulae, 
such as units of production, units of 
labor, etc., but taxpayer must be pre- 
pared to defend these special formulae 
as reasonable. 


HE new law does not permit taxpay- 

ers without consent of the Internal 
Revenue Service to switch from one meth- 
od to another as to new property acquired 
or constructed in any year, except the 
right is expressly given in the law for tax- 
payers to change at the end of any tax- 
able year from the declining balance meth- 
od to the straight-line method, as to the 
undepreciated balance (less salvage) then 
remaining. The declining balance method 
if carried forward unchanged would, 
theoretically, never fully depreciate the 
property, generally leaving an undepre- 
ciated balance from 3 to 13 per cent at the 
end of anticipated life, but taxpayer could 
deduct the unrealized salvage in the year 
of retirement. Full depreciation can be ob- 
tained by switching to the straight-line 
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method. The best time for the switch, in 
order to obtain maximum over-all deduc- 
tions, is at the end of the year following 
the half-way mark in the estimated life 
expectancy. Taxpayers must be prepared 
to defend the reasonableness of the 
straight-line rates at the time the change 
is made. 

The declining balance method disre- 
gards the factor of salvage. In switching 
to the straight-line method, the element of 
salvage would be injected into the depre- 
ciation allowance, since salvage must be 
considered in fixing depreciation rates 
under both the straight-line and sum of 
the digits methods. However, in all but ex- 
ceptional cases, it is likely that utilities 
will obtain the best results by adopting the 
sum of the digits method, because this 
method produces a considerably longer 
period of net over-all deferral of taxes, 
and, consequently, a larger economic 
gain. 

The declining balance methods will 
give taxpayers somewhat greater assist- 
ance in financing expansion, because the 
depreciation deductions thereunder are 
higher in the first two years of the life of 
the new property, than under the sum of 
the digits method. On the other hand, the 
sum of the digits method will, where the 
life expectancy of the property is seven 
years or more, produce larger economic 


gains, 


=e 


What Are the Elections? 


S ten test as to adoption of rapid de- 

preciation and changes in methods 
adopted applies to each year’s additions. 
If taxpayers fail to adopt rapid deprecia- 
tion as to particular property acquired in 
any year, they cannot do so in any subse- 
quent year as to that property. But tax- 
payers can elect rapid depreciation as to 
the same type of property acquired in any 
subsequent year. Similarly, if taxpayers 
elect a rapid depreciation method they 
cannot change in any subsequent year to 
any other method as to such property 
(except from declining balance to straight- 
line), but they are free to adopt a differ- 
ent method as to similar property acquired 
in any subsequent year. 

Different methods may be adopted for 
different classes or items of property ac- 
quired in the same year, or one rapid 
method may be applied to all such prop- 
erty on a composite basis. As to each 
year’s acquisitions, elections must be made 
in the tax returns for that year. 


Are Depreciation Rates Affected? 


HE rapid methods of depreciation 
which the new law permits should 
not affect depreciation rates or life ex- 
pectancy of property. These rates should 
be the same for the new property as to 
which rapid depreciation is adopted as for 


“THE gains to utilities from invoking the right to rapid depre- 
ciation, particularly the economic gain, are so substantial as 
to warrant adoption of rapid methods, at least as to large, 


readily identifiable items, unless there is reasonable grounds 
to believe that unfavorable rate treatment will more than offset 
these benefits. Adverse action in the matter of rate making 
seems unlikely as to most regulatory bodies.” 
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similar property which taxpayer owned 
prior to January 1, 1954. Rates could be 
altered, however, where there are changes 
in conditions, or location of property or 
excess of accumulated reserves, etc. But 
in such cases the change would no doubt 
have been required regardless of the 
adoption of rapid depreciation. 


F EARS have been expressed that the 

benefits of higher depreciation allow- 
ances under the rapid methods applied to 
new property might be offset by lower de- 
preciation allowances for tax purposes 
with respect to older properties. The lan- 
guage of the statute and the expressed 
intentions of Congress both seem to make 
such fears groundless. 

Experience in working with the new 
rapid tax depreciation may prove that it 
is impracticable to apply this technique to 
items of property or classifications there- 
of involving a large number of individual 
units, each in a relatively small amount, 
because of the clerical work necessary to 
segregate these items or classifications. 
For example, it may not be feasible to ap- 
ply the rapid methods to distribution ex- 
tensions or even smaller transmission 
additions. But power plant additions and 
other large items should be readily segre- 
gative. In fact, they have already been 
segregated in many instances for purposes 
of applying accelerated amortization. 

Where a utility has been using a com- 
posite depreciation rate for tax purposes, 
covering all its properties, and where rap- 
id depreciation is applied to major proj- 
ects of new property, but not to all new 
properties, it will be necessary to deter- 
mine appropriate rates for these large 
items on the basis of their customary life 
expectancy. The rapid methods would 
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then be applied to such new rates, and a 
new composite rate applicable for tax pur- 
poses to all older properties and to the 
new properties for which rapid deprecia- 
tion is not adopted, would be arrived at. 
This would be solely a mathematical cal- 
culation. With co-operation from the In- 
ternal Revenue Service, which appears 
likely to be forthcoming, these procedures 
should not involve either difficulty or pen- 
alty. 


Financial Assistance 


© ge important benefit of rapid depre- 

ciation is that by increasing depre- 
ciation deductions for tax purposes in the 
early years of the life of new property, 
it defers to later years payment of sub- 
stantial amounts of income taxes which 
otherwise would be payable in such early 
years under the straight-line method. Due 
to the long life of utility property, the ele- 
ment of financial aid will not be so impor- 
tant to utilities, particularly in the next 
few years. For example, only about 1.5 
per cent of the cost of new property will 
be obtained in the first year through such 
deferral of taxes. This amount will cu- 
mulate as the years go by and by the end of 
say ten years, should represent about 10 
per cent of annual additions, assuming the 
same amount of annual additions over the 
10-year period. 


Economic Gain 


bine is probably the most important 

single benefit to utilities from adop- 
tion of rapid depreciation. This gain 
arises from the interest-free use of the 
funds represented by the taxes deferred 
from earlier to later years of the life of 
the new properties. To compute the 
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Fast Depreciation Is Here to Stay 


6¢ i capaci amortization was admittedly a temporary expedient 

to meet a special defense effort, whereas rapid depreciation has 
been enacted as basic income tax law, as permanent as that law can ever 
be. The period of the higher deductions 1s not arbitrarily limited to 
five years, but, in the case of utilities, will cover sixteen years, if the 
total life span is thirty-three years. The continuous nature of utility 
expansion tends greatly to further enhance the recurring character of 

rapid depreciation.” 





amount of such economic gain, two fac- 
tors are needed: first, the weighted aver- 
age cost of the money which would have 
been used had the taxes not been deferred, 
and, next, the net period of deferral of 
the taxes. The cost of money is not, of 
course, the present cost thereof, but the 
estimated weighted average cost over the 
entire life of the property. 

Space does not permit a full discussion 
of this cost-of-money factor, but the 
choice would seem to narrow to three al- 
ternative methods of estimating such 
weighted average money cost for a utili- 
3 ¢ ¢., 
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(1) Assume the money replaced by 
the deferred taxes consists entirely of 
common stock equity, on the theory 
that the tax reductions will be carried 
through to surplus (whether restricted 
or not) and therefore will add to com- 
mon stock equity; 

(2) Assume the replaced money con- 
sists of funds otherwise derived from 
preferred and common stock, on the 
theory: 

(a) the tax reduction will be off- 
set by a charge for deferred taxes 
which will be credited to a reserve 
(not to surplus) ; and 
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(b) the utility can be considered as 
issuing the same amount of bonds as 
if rapid depreciation had not been 
adopted; under these circumstances 
the money replaced will consist solely 
of preferred and common stock. If 
debt were assumed at roughly 50 
per cent of the new capitalization and 
preferred at 13 per cent and common 
at 37 per cent (something like the 
capitalization of the electric utility in- 
dustry), the replaced money would 
consist 74 per cent of common equity 
and 26 per cent of preferred stock; 


(3) Assume the money replaced con- 
sists of bonds, preferred and common 
stock in the proportions mentioned in 
(2) (b) above, on the theory that the 
tax reductions will be offset by deferred 
charges credited to a reserve as in (2) 
(a) above. 


ee! costs for the various types of 

funds over the 33-year property life 
(extended into a longer period as to sub- 
sequent years’ additions) are something 
of a “guestimate’’; but based on the rec- 
ord of the past, 3 per cent for bonds, 4.5 
per cent for preferred, and 10 per cent for 
common (including expenses of issuance, 
etc., in each case), would not seem unrea- 
sonable. These assumptions would result 
in a weighted average cost of 10 per cent 
under alternative (1); about 8.5 per cent 
under alternative (2); and about 5} per 
cent (after taxes at 50 per cent) for al- 
ternative (3). 

Once this assumed cost of money is de- 
termined, the economic gain from rapid 
depreciation is arrived at by multiplying 
the cost of the new property (as to which 
the rapid method is adopted) by such as- 
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sumed average money cost, and then mul- 
tiplying the result by the number of years 
representing the weighted average period 
of the economic gain. Applying an as- 
sumed tax rate to the result of the last 
computation gives the amount of eco- 
nomic gain in any case. The percentage of 
economic gain to the cost of new property 
increases with longer life expectancy of 
the property, because the period of tax de- 
ferral becomes greater. 


id the life expectancy is about seven 

years or more, the sum of the digits 
method will produce a higher economic 
gain than the declining balance method, 
and this differential in favor of the digits 
method will grow as life expectancy of 
the property increases. So in the case of 
utilities, with long-lived property, the sum 
of the digits method should be most bene- 
ficial. The tabulation on page 241 shows 
the economic gains in cases of various life 
expectancies, using the methods indicated. 
The 5- and 20-year life expectancies 
would not, of course, normally apply to 
utility properties, and are included for 
comparative purposes only. 

The foregoing is sufficient to indicate 
the substantial economic benefits to be de- 
rived from adopting rapid depreciation in 
the case of utilities. This economic gain 
alone strongly indicates the desirability of 
adopting rapid depreciation, unless there 
are special reasons to the contrary which 
appear to outweigh these benefits. 


What Are the Objections? 


i bes following are the principal objec- 
tions to the adoption of rapid depre- 
ciation : 
1. Fear of lower depreciation rates be- 
ing applied to older properties has already 
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been mentioned. It does not appear to be 
a serious danger. 

2. Adoption of rapid methods will re- 
quire keeping two sets of property records 
for tax purposes. This has already been 
done by many utilities as to major items 
to which accelerated amortization applies. 
Certainly some more clerical work will 
probably be necessary in any case where 
rapid depreciation is adopted, but where 
the amounts of new property are substan- 
tial, as they probably will be with most 
utilities, the benefits should far outweigh 
the additional trouble and expense, par- 
ticularly if the rapid methods are limited 
to the larger items. 

3. It is sometimes urged the annual rate 
of tax depreciation is not too important, 
since the taxpayer can write off only 100 
per cent of cost in any case, and the ac- 
celeration merely “defers” and does not 
“save” taxes. This view overlooks the sub- 
stantial benefits inherent in the financial 
assistance and economic gains from free 
use of the deferred taxes, and therefore 


= 


can hardly be considered worthy of seri- 
ous consideration. 

4. Perhaps the most important of all 
probable objections is fear that higher tax 
rates in later years, when depreciation de- 
ductions will be lower if a rapid method 
is used, will more than offset the benefits, 
from economic gains and otherwise. Ac- 
curate prediction of future tax rates is not 
feasible, but income tax history indicates 
that over long periods an upward trend 
in tax rates is the rule. We are, however, 
starting from a high plateau of normal 
tax rates. 


Foun the tax rate continued at 50 

per cent for the entire period when 
the depreciation will be higher because of 
rapid methods, then what higher tax rate 
would, if applied to each of the later years 
when depreciation deductions will be low- 
er, be sufficient to offset the economic 
gain? Prediction of rates becomes lost in 
an infinity of combinations, but just as an 
indication of how this might work, it ap- 


ASSUMED COST OF MONEY 


5% 5% 5% 5% 10% 8.5% 5.25% 
Years of Life Expectancy 
Five Years Twenty Years Thirty-three Years 
Method of Rapid Depreciation 
Declin- Sum Declin- Sum 
ing Bal- Of ing Bal- Of 
ance* Digits ance* Digits Sum of Digits 
Per Cent of Cost 
of New Property 
Represented by 
Economic Gain to 
Taxpayers** 1.8% 1.6% 5.3% 8.2% 25% 21% 13.125% 


Dollars of Eco- 
nomic Gain As- 
suming $10,000,- 
000 of New 
Property*** 





$180,000 $160,000 $530,000 $820,000 $2,500,000 $2,100,000 $1,312,500 


*Changing to straight-line method halfway through life expectancy. 
**These percentages are applicable to any amounts of new property. 
**#Tf like amounts were spent by a utility each year, the total economic gains would cumulate accord- 


ingly. 
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pears that using a money cost of only 5 
per cent and with a 30-year life property, 
a rate of 131 per cent for each year of 
lower depreciation deductions would be 
necessary to offset the economic gain. 
This is obviously an impossibility. Sup- 
pose we limit the rate in the low deprecia- 
tion years to the highest rate ever yet ex- 
perienced (including excess profits tax )— 
namely, the net rate of 85.5 per cent in 
World War II—then to what lower rate 
could the 50 per cent rate be cut, applied 
to the years of higher depreciation with- 
out fully offsetting the economic gain? 
The answer seems to be about 36 per cent. 
So with this 30-year property, there could 
be a tax rate as low as 36 per cent for the 
fifteen higher deduction years, followed 
by a rate of 85.5 per cent for the fifteen 
years of lower deduction, before the eco- 
nomic gain would be entirely lost. With 
higher assumed costs of money, the 36 per 
cent rate would be substantially further re- 
duced. Both economic gains and tax ad- 
justments are taken for this purpose at 
“present” value. 

But, of course, this is only part of the 
story. For in the case of utilities, with a 
fairly consistent annual expansion, there 
would be an inevitable overlap of tax 
rates; that is, part of the period of higher 
depreciation would necessarily fall into 
the high tax rate years, thus minimizing 
the impact of the higher taxes. 

So, as a practical matter, there would 
seem to be no reasonable ground for fear 
that the utilities would lose their over-all 
benefits through higher tax rates in fu- 
ture years. 

5. Higher future money costs in years 
of lower depreciation, when the deferred 
taxes are to be paid, constitute another 
possible danger. This danger is greatly 


MARCH 3, 1955 


242 


minimized in the case of utilities by con- 
tinuous annual expansion and by the rela- 
tively stable money costs applicable to 
their securities. With only a 20-year life, 
and a 5 per cent cost of money, in all of 
the higher depreciation deduction years, a 
28 per cent money cost would be necessary 
in all of the lower depreciation years to 
offset the economic gain. With 33-year 
life property the last-mentioned rate 
would be substantially increased. Like the 
bugaboo of higher future tax rates, fear of 
loss through higher money costs appears 
unwarranted. 


Accounting Treatment and Its Impact 


beer seems every reason to believe 
utility companies will continue to de- 
duct for accounting purposes the same 
straight-line depreciation as heretofore, 
whether or not rapid depreciation is 
adopted. It seems equally probable that 
this procedure will have the approval of 
regulatory commissions having jurisdic- 
tion over accounting, as well as the ap- 
proval of the independent accountants 
auditing the utilities’ financial statements. 

The recently issued Bulletin No. 44 of 
the American Institute of Accountants 
provides that in the case of adoption of 
rapid depreciation a charge to income for 
deferred income taxes is deemed requisite 
only if (1) the amounts of the tax reduc- 
tions are material and (2) the tax defer- 
rals are expected to continue for only a 
few years. Since the period of deferral is 
sure to be lengthy in the case of utilities, 
the effect of this bulletin on that industry 
would be to permit the tax reductions 
arising: from rapid depreciation to be car- 
ried through to net income and earned 
surplus. Thus the bulletin reverses the 
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position taken by the institute in Bulletin 
No. 43 on accelerated amortization, where 
a charge for deferred taxes was required 
if the tax reductions were substantial. 


N this writing the Michigan and Indi- 
ana Public Utilities commissions have 
ruled in favor of a charge for deferred 
taxes, to be credited to a reserve for fu- 
ture taxes in the former case and to ap- 
propriated surplus in the latter. What 
position other regulatory bodies will take 
remains conjectural. It seems important to 
bear in mind, however, that rapid depre- 
ciation, while resembling accelerated 
amortization in some respects (principal- 
ly that it was the intention of Congress in 
both cases that the tax-paying corpora- 
tions — and not the utility customers — 
should have the benefit of the use of the 
deferred taxes), differs markedly in 
others. Accelerated amortization was ad- 
mittedly a temporary expedient to meet a 
special defense effort, whereas rapid de- 
preciation has been enacted as basic in- 
come tax law, as permanent as that law 
can ever be. The period of the higher de- 
ductions is not arbitrarily limited to five 
years, but, in the case of utilities, will 
cover sixteen years, if the total life span is 
thirty-three years. The continuous nature 
of utility expansion tends greatly to fur- 
ther enhance the recurring character of 
rapid depreciation. Assuming the same 
amount is expended for additions year 
after year to infinity, total depreciation de- 
ductions for tax purposes under the sum 
of the digits method would never in any 
year be lower than under the straight-line 
method. On this basis, the need would 
disappear for setting aside reserves to 
meet higher tax obligations in later years 
of lower depreciation deductions. 
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Furthermore, the theory of a charge 
for deferred taxes must be based on the 
concept that the current depreciation de- 
duction (as in the case of accelerated 
amortization) is “abnormal.” But rapid 
depreciation, by becoming a part of the 
permanent tax law, can properly be con- 
sidered as “normal.” (For digest of Indi- 
ana ruling, see post, page 284.) 


Rates and Rate Making 


Sha order of the Indiana commission, 
above referred to, did not determine 

the treatment of rapid depreciation for 
rate-making purposes. The order of the 
Michigan commission, however, provided 
that the rate base should be reduced by 
the net amount of the tax reductions from 
rapid depreciation on the theory that such 
reductions constituted “contributed” capi- 
tal. This would, in effect, transfer from 
the utility to the consumers the economic 
benefit of rapid depreciation and is similar 
to the treatment provided by the Georgia 
commission for rate making with respect 
to accelerated amortization. Such treat- 
ment seems to nullify congressional in- 
tent and was strongly criticized by the 
Federal Power Commission in its state- 
ment of policy on rate making with re- 
spect to accelerated amortization. While 
the Federal Power Commission has not 
yet (at this writing) ruled in the matter 
of rapid depreciation (although it is un- 
derstood a utility has requested that it is- 
sue a declaratory order for the guidance 
of the industry), that commission’s re- 
quest to Congress, at the time the tax 
legislation with respect to rapid deprecia- 
tion was being considered, seems to make 
it abundantly clear that it believes the 
taxes should be “normalized” for rate- 
making purposes, this being in accordance 
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with its statement of policy in the matter 
of accelerated amortization. 


Summary and Conclusion 
Lies gains to utilities from invoking 
the right to rapid depreciation, par- 
ticularly the economic gain, are so sub- 
stantial as to warrant adoption of rapid 
methods, at least as to large, readily 
identifiable items, unless there is reason- 
able grounds to believe that unfavorable 
rate treatment will more than offset these 
benefits. Adverse action in the matter of 
rate making seems unlikely as to most 
regulatory bodies. Then, again, even if the 
Michigan-Georgia concept were followed 
in some jurisdictions, rates would not ac- 
tually be affected until a rate case came up 
for consideration. Even with a relatively 
high degree of expansion, the increase in 
net operating income from the tax reduc- 
tions should not, in itself, be sufficient, for 
many years to come, to cause action by 

regulatory bodies to reduce rates. 
Furthermore, if either of alternative 
money costs (1) or (2) mentioned above 
in the discussion of the computation of 
economic gain is adhered to, the utility 
would still derive some benefit, even if the 
so-called “contributed” tax reductions 
were eliminated from the rate base in an 
actual rate case, since the gain by way of 
saving in cost of money replaced by the 


deferred taxes would be considerably 
more than the loss of the allowed rate of 
return on the so-called “contributed” capi- 
tal. 


be maintain freedom of movement, 
where the rate impact was uncertain, 
a utility could preserve its right to rapid 
depreciation as to 1954 additions, by 
adopting the declining balance method. In 
that case it would have the right to switch 
to the straight-line method if the regula- 
tory body having jurisdiction took an un- 
reasonable attitude. This would, however, 
substantially lessen the economic gain, nor 
could the utility switch from the declining 
balance to the digit method as to those 
particular additions. All this’ indicates the 
desirability of obtaining expressions of 
views in this matter from the regulatory 
bodies at an early date, so that utilities 
may proceed to adopt the more beneficial 
sum of the digits method as to 1954 addi- 
tions, without fear of adverse conse- 
quences from the standpoint of rates. 





1It is not feasible to present here detailed dis- 
cussions of many important aspects of this subject, 
nor to include many formulae, tables, and charts 
pertaining thereto; in particular, tables showing 
the methods of computing economic gains and of the 
periods thereof. These are contained in the author’s 
current book New Rapid Tax Depreciation—How 
to Use It Profitably, published by Prentice-Hall, 
Inc., about February 1, 1955. 





eo HOMAS EDISON is well into his second century of usefulness 
to mankind and there are uncounted centuries of usefulness 


lying ahead. 


“The lights in every home, the lights in great and small cities, in 
factories, offices, and industries, the lights in the lonely farmhouse 
on a wind-swept prairie, all the lights across the land and around the 
world burn because of the usefulness of a great man and a great 
American. The light of his mind and spirit can never burn out.” 
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—EDITORIAL STATEMENT, 
Los Angeles Times. 





What FPC Gas Producer Control 
Means to Other Industries 


There has been a good deal of discussion pro and con 
over the legal impact of the U. S. Supreme Court’s 
decision last June placing independent gas producers 
under the jurisdiction of the Federal Power Commis- 
sion. But there has been relatively little attention paid 
to the impact of this so-called Phillips Petroleum 
Company decision on other industries. 


By A. M. RIPPEL* 


UMEROUS articles in PuBLic UTILI- 
TIES FORTNIGHTLY have discussed 
the significance of the Supreme 
Court’s decision last June which placed 
under federal regulation the price of nat- 
ural gas sold by independent producers 
and gatherers to transmission companies 
for resale in interstate commerce. One 





*Manager, natural gas department, Phillips Pe- 
troleum Company, Bartlesville, Oklahoma. For ad- 
ditional personal note, see “Pages with the Editors.” 


phase of this decision which has been little 
discussed is the widespread effects that it 
will have on other important industries of 
the nation.’ Every industry related to nat- 
ural gas, and many whose relationship is 
not apparent, will be adversely affected. 
The effect is an ever-widening one, like 
pushing the first of a row of dominoes, or 





1Phillips Petroleum Co. v. State of Wisconsin 
et al. (1954) 347 US 672, 3 PUR3d 129, 
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setting off a nuclear chain reaction. 

Starting with suspension or abandon- 
ment of plans for new transmission line 
projects, as has already occurred, pro- 
ducer regulation wipes out a demand for 
materials and labor for new pipeline con- 
struction, thus doing harm to countless 
suppliers of materials and services for 
such activities—steel mills, pipe fabrica- 
tors, paint manufacturers, construction 
equipment firms, and so on. To these 
effects will be added those of curtailment 
of local distribution system expansion 
and of producer activities to develop pro- 
duction and build processing and gather- 
ing facilities where interstate sales would 
be involved. 


Ov top of this, and perhaps most far- 
reaching, is accelerated, large-scale 
shifting of economic geography—affecting 
workers as well as local retailers, whole- 
salers, and manufacturers of family and 
industrial necessities. Plants in the tradi- 
tional industrial areas of the East and 
North which must be replaced or ex- 
panded to stay in business will be relocated 
in the gas-producing states to obtain fuel, 
and new plants will likewise locate in these 
states. Suppliers of competing fuels will 
not escape harm. The business of local 
gas distributors, of course, is deeply in- 
volved, for the situation is fraught with 
prospects of dwindling gas supplies, high- 
er costs, and loss of customers. A longer- 
range, but very real, possibility is social- 
istic police-state control of all competi- 
tive natural resource and manufacturing 
industries whose products are shipped 
across state lines. 
The Supreme Court decision thus has 
created a situation which, unless speedily 
corrected by Congress, will severely affect 
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more than just gas consumers and inde- 
pendent producers. It is a situation which 
harbors dangerous probabilities for nearly 
every individual and almost every busi- 
ness institution in the United States—one 
which threatens the very existence of two 
of our vital cornerstones—the competi- 
tive enterprise system and states’ rights. 


Natural Gas-producing Business 
Is Highly Competitive 

M** people do not realize the highly 

competitive nature of the natural 
gas-producing business. Because gas is 
transported and distributed by companies 
which, for the best of reasons, are granted 
protected monopolies, and are therefore 
regulated, many people falsely assume the 
entire gas business is monopolistic in 
character. Actually, the gas-producing 
segment of the industry is fully as com- 
petitive as coal, wheat, and lumber pro- 
duction. 

There are over 5,000 gas producers in 
the United States, according to the Fed- 
eral Power Commission. Most of these 
are also producers of oil. Unlike the inter- 
state pipeline operator and local distribu- 
tor, not one of these producers has an 
assured market that is all his own. On the 
one hand, producers compete vigorously 
with one another in leasing, exploration, 
and drilling activities. This is a risky and 
costly business. On the other hand, there 
is keen price rivalry among fields and 
among producers in a particular field. For 
example, Tennessee Gas Transmission 
Company, one of the largest interstate 
gas transporters, in January, 1954, pur- 
chased gas from 102 different producers, 
and the largest amount of the total gas 
furnished by any one producer was 18.86 
per cent. 


XUM 


WHAT FPC GAS PRODUCER CONTROL MEANS TO OTHER INDUSTRIES 


The prices of competing fuels and the 
conditions setting these prices are other 
factors which assure that the price of gas 
in the field will remain at a reasonable, 
competitive level. Natural gas is in stiff 
competition with other fuels. A study of 
the changing pattern of the use of coal, 
oil, and gas shows that there has been 
sharp competition among these forms of 
mineral energy. In recent years gas has 
been improving its position and now sup- 
plies more than 25 per cent of our mineral 
energy production as compared with less 
than 10 per cent up to 1932. In the last 
five years, domestic users of gas have in- 
creased in number at an annual rate of 
1,750,000. 

This amazing growth occurred during 
the time when the field price of gas was 
not under federal control. 


(,* competes for residential, commer- 
cial, and industrial uses with other 
fuels whose price is determined in a free 
market by the action of numerous buyers 
and sellers. 

Even a minor fluctuation in price 
will cause industrial consumers to shift 
from one fuel to another, subject, of 
course, to the influence of other competi- 
tive considerations, such as cleanliness, 
relative convenience, and ease of handling. 


q 


2 


Federal Regulation Means Gas Supply 
Shortage 
A SHORTAGE of supply to interstate 
transmission companies will be an 
inevitable result of continued federal 
regulation of independent producers as 
they, lacking the competitive incentive to 
supply this market, are forced to curtail 
exploration and development activities 
and to dedicate reserves only to intrastate 
markets. 

The most immediate impact of the new 
control on utilities and other industries 
has been the abandonment or suspension 
of several projected interstate pipeline 
projects, because producers are unwilling 
to commit their gas over long terms to a 
market at federally regulated prices. Nat- 
urally this has hurt steel companies, pipe- 
line contractors and suppliers, distributing 
companies, and other business enterprises 
which benefit from the construction of 
these huge pipeline projects. Moreover, 
curtailment of these projects and others 
which will never get to the proposal stage, 
eliminates thousands of jobs which such 
projects would have created. It has been 
reported generally in the press that a large 
steel pipe fabricating plant of a company 
headquartered in Wisconsin has been shut 
down for months since cancellation of a 
multimillion-dollar order due to suspen- 


“Many people do not realize the highly competitive nature of 
the natural gas-producing business. Because gas is transported 
and distributed by companies which, for the best of reasons, 


are granted protected monopolies, and are therefore regulated, 
many people falsely assume the entire gas business 1s monopo- 
listic in character. Actually, the gas-producing segment of the 
industry is fully as competitive as coal, wheat, and lumber 


production.” 
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sion of a projected interstate gas trans- 
mission line planned to supply additional 
gas to Michigan and Wisconsin. 

There is probably no clearer danger 
sign of the damaging results of federal 
regulation of independent gas producers 
to businesses which are directly related to 
natural gas than recent statements of 
banks and insurance companies, which 
necessarily deal with hard, cold realities 
in considering the financing of such ven- 
tures. The Prudential Insurance Company, 
with some $287,000,000 in debt obliga- 
tions of natural gas producers and trans- 
mission companies, told the Federal Pow- 
er Commission that it could not extend 
further credit of this type “in the present 
state of uncertainty concerning the extent 
and character of the rules and regula- 
tions.” 

A similar caution came from Guy C. 
Kiddoo, vice president of the First Na- 
tional Bank of Chicago, which now has 
some $200,000,000 in oil and gas loans, 
and who estimates that commercial banks 
have a total stake of probably more than 
a billion dollars. 

A representative of the Investment 
Bankers Association stated: 


To take a chance on the future of 
consumers by not permitting the indus- 
try to continue on an arm’s-length bar- 
gaining basis would, in my opinion, be 
playing with fire. 


er the long term, diminishing sup- 

plies of gas to interstate markets 
will result in increased unit costs for 
transporting and distributing the smaller 
volumes, and prices to the consumers will 
go up. But this supply decrease will injure 
more than just residential gas consumers 
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and those who have been hoping to get 
gas. Electric power companies, for in- 
stance, whose fuel requirements presently 
are advantageously met by consuming 
natural gas, will have to depend entirely 
on less desirable fuels. The increasing 
share of electric power generated by use 
of gas fuel is of especial importance in 
evaluating the competitiveness of the price 
of gas, since many of the power companies 
in the East are equipped to burn either 
gas, coal, or oil. Because the cost of fuel 
is an important item to electric power pro- 
ducers, the choice depends primarily on 
which is the cheapest. Price competition 
is almost the sole determinant of which 
fuel is consumed, and gas, free of federal 
price regulation, has been gaining busi- 
ness at a faster rate than either of its com- 
petitors in this industry where the com- 
panies are particularly careful shoppers 
for fuel. 


7 law of supply and demand has 

kept producers’ gas prices competitive 
in the past, and it is the only method which 
will assure fair, competitive prices in the 
future. 

Over the short term, until the dwindling 
of reserves now dedicated to interstate 
transporters results in lower volumes, 
federal regulation of gas producers may 
suppress gas prices. In this temporary 
situation coal and oil will have difficulty 
competing with gas. On its face, the re- 
moval of this competition might loom as 
a pleasant prospect for utilities. But would 
it be? Will the gas distributors be happy 
with curtailed volume, or the electric 
utilities elated over higher fuel costs 
which will result? 

In its meteoric rise, natural gas has be- 
come the nation’s sixth largest industry. 
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Unprecedented Price Fixing 


— for wartime price controls, the federal government has 

never before imposed restraint on the price of any commodity 

produced competitively merely because it might later move into inter- 

state commerce. The unprecedented invasion of federal price control 

into the gas-producing industry 1s the first step toward federal regula- 
tion of the production of other commodities.” 
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Anything which retards this growth will 
naturally have a damaging effect on our 
entire economy. 


Industry and Population Will Shift 
To the Southwest 


Op producers, understandably unwill- 
ing to commit new gas reserves for 
twenty or thirty years to a market in 
which the price of their product is subject 
to the whims of a changeable federal 
agency, are developing sales for their gas 
in rapidly growing markets within the 
state in which it is produced. Almost 90 
per cent of the nation’s proved gas re- 
serves lie in five southwestern states. 
Starting well before federal regulation of 
producers, but accelerated by the threat 
of it, one of the largest industrial empires 
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this country has ever known is going up 
within these states by leaps and bounds. 
Many individual plants in this empire 
each use more gas than is used by all 
residential consumers in almost any one 
of the nation’s largest cities. 

To have an assured supply of natural 
gas, more and more industries are moving 
into these states from established indus- 
trial areas of the North and Northeast. 
The entire economic geography is likely 
to shift if industries move South to secure 
this increasingly valuable fuel and raw 
material source. Utility companies, among 
others, would soon feel the pinch of this 
shift as both industrial and residential 
customers make the trek southwestward. 

An example of the vigor with which the 
southwestern states are going after new 
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industries is a tour of northeastern states 
recently made by a group of eighty Okla- 
homa businessmen representing the Okla- 
homa Development Council. The aim of 
this visit was to influence new manufac- 
turing ventures to locate in Oklahoma. 
One of their most effective sales points 
was the undedicated underground supplies 
of natural gas in Oklahoma which will be 
sold for use only within the state, either 
for power generation, heat, or as a raw 
material for manufacturing. 


Federal Regulation of Gas Producers 
Clashes with State and Local Regulatory 
Powers 


eed stens the amount of gas which 

producers could supply has been di- 
rectly affected by determinations of state 
conservation agencies. Conservation of 
mineral resources is one of the states’ 
traditional responsibilities, and it has been 
discharged most effectively in recent 
years. The new situation created by the 
Supreme Court decision in the Phillips 
Case seriously threatens the right of states 
to control affairs which are constitution- 
ally theirs. 

Federal regulation has purposes en- 
tirely different from those of state con- 
servation measures. The latter, in the 
public interest, are aimed primarily at 
conserving and producing underground 
supplies at the most efficient rate. With- 
drawal of gas from the ground and pre- 
paring it for delivery to a pipeline in- 
volves a series of complicated steps. At 
any point in this chain the producer may 
face a conservation measure which tells 
him to do one thing and a federal order 
which tells him to do the opposite. As one 
example, the FPC says he must maintain 
his delivery rate, while the state may tell 
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him to reduce production or, as has oc- 
curred in recent months, return more of 
the produced gas to the formation to 
maintain pressure for efficient recovery of 
the greatest amount of oil. 

If this encroachment upon the rights of 
states is allowed to stand, what is to pre- 
vent further displacement of other func- 
tions traditionally reserved to state and 
local bodies? Such a possibility is not at 
all unreasonable when one considers the 
full portent of a decision which has rent 
gaping cracks in the foundations of both 
states’ rights and competitive enterprise. 
Would other industries like the authority 
of local and state governmental agencies 
with which they come in contact taken 
over by a federal bureau that would 
render decisions about a Michigan or 
Wisconsin manufacturer or merchant 
from an office in Washington? 


Federal Regulation of Other 
Competitively Produced Commodities— 
The Next Step? 


gpa for wartime price controls, the 

federal government has never be- 
fore imposed restraint on the price of any 
commodity produced competitively merely 
because it might later move into inter- 
state commerce. The unprecedented in- 
vasion of federal price control into the 
gas-producing industry is the first step to- 
ward federal regulation of the production 
of other commodities. Within a few years 
the advocates of federal regulation, ap- 
plying identical logic, may say: “Mr. Coal 
Producer, we must regulate the price you 
charge for coal because we think the con- 
sumer is being hurt. Furthermore, once 
you start supplying your coal, we’ll tell 
you whether or not you can stop. And 
Mr. Wheat Farmer, your wheat went up 
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10 cents a bushel last week. We’re going 
to have to regulate that price. Mr. Lum- 
berman, we think the price of your product 
is too high. Sorry, we’ll have to regulate 
you from now on. The law of supply and 
demand just can’t work any longer and 
is hereby repealed.” And on and on until 
our entire economy is literally strangled 
to death by the controls of a national gov- 
ernment. 

Make no mistake, this is a very real 
threat for every business in the United 
States, and many people other than oil 
and gas producers are seriously aware 
of it. Coal producer and oil jobber asso- 
ciations have voiced strong opposition 
to federal regulation of gas producers. 
The situation has so alarmed farmers 
that their two largest organizations, the 
National Grange and the American Farm 
Bureau Federation, have adopted reso- 
lutions urging Congress to remove gas 
producers from federal control. Numer- 


ous state municipal leagues have passed 
similar resolutions. In swelling numbers 
people are realizing that the issue can 
be reduced to the question of the kind 
of economic system we believe in and 
want—one that is regulated by the federal 
government, or one that gives maximum 
encouragement to private initiative, enter- 
prise, and competition. 


The Issue Goes to the Roots 
Of Our System 


HIS issue involves all United States 

citizens. It goes to the very roots of 
our economic system. Citizens of this 
country must choose whether they want 
the law of supply and demand to govern 
the price of competitively produced goods, 
or whether they want the price of such 
goods regulated by the federal govern- 
ment. The first choice leads to abundance 
and freedom, the second to scarcity and 
economic slavery. 





Uncontrollable Monopoly 


a sir, I have said I do not dread these corporations as in- 
struments of power to destroy this country, because there 


are a thousand agencies which can regulate, restrain, and control 
them; but there is a corporation we may all well dread. That corpo- 
ration is the federal government. From the aggressions of this 
corporation there can be no safety, if it is allowed to go beyond 
the well-defined limits of its power. I dread nothing so much as 
the exercise of ungranted and doubtful powers by this government. 
It is in my opinion the danger of dangers to the future of this 
country. Let us be sure we keep it always within its limit. If this 
great, ambitious, ever-growing corporation becomes oppressive, who 
shall check it? If it becomes wayward, who shall control it? If it 
becomes unjust, who shall trust it? As sentinels on the country’s 
watchtower, Senators, I beseech you—watch and guard with sleep- 
less dread that corporation which can make all property and rights, 
all states and people, and all liberty and hope its playthings in an 
hour, and its victims forever.” 
—Harvey HI, 
U. S. Senator from Georgia. 
(Speaking in the Senate, 1878.) 
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Zoning and Public Utilities 


Where zoning is in effect, both public utility companies and private 

property owners lose a great measure of freedom of action unless 

zoning regulations are carefully and fairly drawn in the over-all 

public interest. This author has made a practical and up-to-date 

study of problems and procedures which public utility companies 

can well consider in dealing with the zoning requirements and 
necessary changes in zoning regulations. 


By M. C. AVERY* 


RELATIVELY new problem for elec- 
tric, gas, and communication utili- 
ties is presented by zoning. With- 

in recent years towns, villages, and cities 
have become zoning conscious and are 
rapidly enacting zoning ordinances and 
regulations. In some instances municipal 
ordinances include or are combined with 
zoning ordinances and there may be a 
question as to where one leaves off and the 
other begins, but the distinction should be 
kept in mind. The basic idea of zoning is 
to protect real property values and the 
common welfare. This is praiseworthy. 
However, due to oversight, lack of sym- 
pathetic understanding, or perhaps other 
reasons, many of these ordinances and 





*Recently retired head of the land and insurance 
department, New York State Electric & Gas Cor- 
poration. For additional personal note, see “Pages 
with the Editors.” 
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regulations may constitute unreasonable 
and disastrous interference with normal 
operating practices of electric, gas, and 
communication utilities. 


oe provisions are presumed to ap- 

ply solely to private property outside 
of limits of public highways and public 
places and not to include the latter, but 
this is not always the case. The rights of 
a public utility within public highways 
and public places are as set forth in its 
franchise. The only restriction upon a 
utility’s activities in a standard franchise 
is that pole lines, pipelines, and facilities 
shall be located under the direction of the 
town board, village board, city common 
council, or authorized representative. 
Thus, in the absence of zoning a utility 
has unrestricted freedom to make any 
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ZONING AND PUBLIC UTILITIES 


deal it may with the owner of private 
property to place its facilities upon that 
private property. If occasion should arise 
where the construction and maintenance 
of facilities within a public highway or 
place might not be feasible, a utility may 
always arrange with an owner for a loca- 
tion upon private property and there is 
full liberty of action in this respect until 
zoning is enacted. 


B” when zoning is in effect upon pri- 
vate property a great measure of 
freedom of action is lost to the utility and 
to the property owner, and unless the zon- 
ing regulation is carefully drawn a utility 
may find itself in the position of being un- 
able to improve, extend, and operate its 
facilities in a manner which will furnish 
adequate service to its customers. The 
evil of the situation is compounded when 
a combination of zoning regulation and 
municipal ordinance is adopted which 
seizes control over both private property 
and public highways and places and at the 
same time places burdensome restrictions 
upon the use of the public highways and 
places which virtually nullify the rights 
granted the utility in its franchise. An in- 
stance of this will be given presently. 

In some instances a utility may not 
move to set a new pole to replace a broken 
one or trim, cut, or remove trees tangled 
with or fallen upon lines without a permit 
granted by zoning or other municipal of- 
ficials. In case of emergencies resulting 
from fires, traffic accidents, storms, or na- 
tional defense, hazardous and chaotic con- 
ditions can readily arise if utilities must 
delay action until officials have been lo- 
cated, convinced of the necessity of action, 
and consent obtained. In some cases these 
officials are ordained to specify location, 
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type, and methods of construction—with 
or without qualification for such duties. 

Can a complacent attitude be adopted 
because officials presently in office are 
friendly? Or should the attitude be realis- 
tic—taking into consideration what can 
happen if public relations decline or if of- 
ficials may harbor ill will for the utility 
and feel punitively disposed? 


HE foundation of zoning in New 

York state rests upon New York 
state laws. In the Town Law, the Village 
Law, and the General City Law are grants 
of power by the state to these municipal 
divisions to regulate and restrict the con- 
struction of buildings and the location and 
use of the same for residential, commer- 
cial, industrial, or other purposes; to di- 
vide municipal areas into districts and 
classify them for certain uses and to 
formulate and adopt regulations and ordi- 
nances for these purposes. The state laws 
go further and lay down certain general 
prescriptions for towns, villages, and 
cities, which vary among the three. 

Arising from this source are the zoning 
ordinances adopted by the many towns, 
villages, and cities. Very unusual would 
it be to discover any two with the same 
ordinance. There is a general absence of 
standardization. To a utility operating 
over a large area where it is necessary to 
deal at the same time with many different 
forms of zoning ordinances, the result is 
a confusing situation. 

There are various district classifications 
of zoning, such as residential districts, 
multiple housing districts, business or 
commercial districts, industrial or manu- 
facturing districts, agricultural districts, 
unclassified districts, and others. 

The administration of a zoning ordi- 
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nance is in the hands of a person appoint- 
ed by the town board of a town, the board 
of trustees of a village, or the common 
council of a city. This person is usually 
designated as the zoning officer. 

This administrator or zoning officer has 
the authority to issue building permits 
where the proposed use is not in violation 
of any provision of the ordinance and to 
generally administer the zoning law. 


a state law provides for a zoning 
board of appeals. A decision of the 
zoning officer if unfavorable may be re- 
ferred to it for review. 

However, neither a zoning officer nor 
a board of appeals has the authority to 
change a zoning classification, as from 
residential to commercial, or to grant, for 
example, permission to use land in a resi- 
dential area for commercial or any other 
than residential use. Many officials con- 
nected with zoning and many attorneys 
will contend that they do have this right 
but it is New York state law that they do 
not. This has been established by the 
courts. 

To illustrate, let us say that there is a 
provision in a city, village, or town ordi- 
nance that buildings must be kept back 
three feet from the property line. Some- 
one wishes to build to within less than 


7 


three feet of the property line and pre- 
sents plausible reasons for so doing. After 
advertisement and a hearing for the bene- 
fit of adjoining owners, permission may 
be granted for this variance, so long as 
the proposed use remains within those 
classified for that zone. But neither the 
zoning officer nor the board of appeals can 
grant the privilege of using residential for 
commercial, commercial for industrial, 
etc. 

The only jurisdictional body that can 
change a zoning classification or “spot 
zone,” as it is called, is the town board of 
a town, the board of trustees of a village, 
or the common council of a city, and it is 
useless to try to circumvent this rule. 


 Pgpiesnan is now encountered in a large 
percentage of land purchases and 
leases for electric substations, gas regula- 
tor stations, and other purposes. More 
often than not land originally acquired 
was too small in area to provide for fu- 
ture growth and when it becomes neces- 
sary to acquire adjoining land, it is found 
that zoning ordinances prevent any ex- 
pansion. The rule is that when zoning is 
adopted any existing use may continue. 
But it may not be expanded contrary to 
zoning classification. 
To illustrate, assume the situation of an 


““A RELATIVELY new problem for electric, gas, and communica- 
tion utilities is presented by zoning. Within recent years towns, 
villages, and cities have become zoning conscious and are 
rapidly enacting zoning ordinances and regulations. In some 
instances municipal ordinances include or are combined with 
zoning ordinances and there may be a question as to where one 
leaves off and the other begins, but the distinction should be 
kept in mind. The basic idea of zoning is to protect real prop- 
erty values and the common welfare.” 
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electric substation and no zoning. The 
time comes when zoning laws are enacted. 
The substation is now in a residential 
zone. 

Subsequently, it becomes necessary 
to enlarge the substation. This cannot be 
done unless (1) the zoning ordinance is 
so written as to permit substations within 
the residential zone or (2) spot zoning to 
change the area to commercial or indus- 
trial can be obtain from the town board, 
board of trustees, or common council as 
the case may be. 


promi’ and adequate provision for 

electric and gas utilities should be ex- 
pressed in zoning regulations. Some ordi- 
nances are silent as to utilities. From such 
arise uncertainties and disputes. Others 
are restrictive to the point of making a 
utility company a daily lawbreaker if serv- 
ice according to public requirements is 
maintained. Then there are instances 
where there is certainly no intent by mu- 
nicipal officials to hamper utility compa- 
nies, but ordinances are so written that 
they may or must be construed and ad- 
ministered in a manner both burdensome 
and punitive. 

For example, some ordinances under 
the heading of residential districts specifi- 
cally provide for ‘Necessary structures in 
connection with public utilities, but only 
on special approval of the board of ap- 
peals.” Then the other classifications such 
as commercial and industrial permit any 
use allowed under residential. Under cas- 
ual examination it might appear that utili- 
ties are well provided for, but such is not 
the case. 

Note that for any structure whatsoever, 
approval must be obtained not from the 
zoning officer but from the board of ap- 
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peals. In other words, construction of the 
simplest kind is not regarded as routine 
but as a matter so serious as to demand 
the critical attention of the board of ap- 
peals. 

A politically appointed body with- 
out inner harmony or hostile toward a 
utility could exert a disastrous effect upon 
its operations. 


|. form of ordinance has a com- 

parable if somewhat milder provision 
which reads, “Any municipal or public 
utility purpose approved by the village 
board.” Consider this carefully. It disre- 
gards franchise rights of the utility. It ig- 
nores the obligation of the utility to con- 
struct and to expand facilities adequate 
to its responsibility of rendering good 
service. It gives no recognition to the re- 
quirements of utility regulatory bodies. In 
fact it vests in a municipal official or offi- 
cials the full power of veto of the best ex- 
pert judgment of utility management, en- 
gineers, and specialists. 

Reference was made above to the com- 
bination zoning and municipal ordinance. 
In a typical case one finds under residen- 
tial the clause previously mentioned; 
namely, “Any municipal or public utility 
purposes approved by the village board.” 
Then turning to another page the follow- 
ing is found: 


No person, firm, or corporation shall 
erect or change any telephone, electric, 
or other poles, or lay any underground 
pipes or conduits within the limits of 
any public street or park in the village 
of except by permit 
granted by the village board of trustees 
or the official representative of such 
board. 
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Special Zoning Rules for Utilities 


C¢ eens and adequate provision for electric and gas utilities 

should be expressed in zoning regulations. Some ordinances are 
silent as to utilities. From such arise uncertainties and disputes. Others 
are restrictive to the point of making a utility company a daily law- 
breaker if service according to public requirements 1s maintained. Then 
there are instances where there is certainly no intent by municipal of- 
ficials to hamper utility companies, but ordinances are so written that 
they may or must be construed and administered in a manner both 

burdensome and punitive.” 
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The location, type, and method of 

construction shall in each case be as 
specified by the board or its official rep- 
resentative. Every such pole authorized 
to be erected shall be placed with the 
understanding that it is subject to trans- 
fer to another location or removal if in 
the judgment of the board or its offi- 
cial representative a better location be- 
comes available or its use can be dis- 
pensed with or future improvements re- 
quire a change. 
Any violation of this ordinance shall 
constitute disorderly conduct punish- 
able by a fine not in excess of $50 for 
each offense. 
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ee of the quality of intentions 
the fact remains that these provisions 
impose improper and unduly burdensome 
restrictions. With marked acceleration of 
the same spirit the three paragraphs 
quoted above completely extinguish any 
rights or privileges which a utility might 
believe itself to have possessed by virtue 
of its franchise, statutory rights, and prin- 
ciples of free enterprise. It is to be noted 
that these three paragraphs apply to pub- 
lic streets and parks and specifically nullify 
the utility’s franchise rights. 
“The location, type, and method of con- 
struction shall in each case be as specified 
by the board or its official representative.” 
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Could it be more plainly written that 
the board or its official representative has 
hereby pre-empted the functions of utility 
management, engineers, specialists, regu- 
latory bodies, national, state, and local 
safety codes, and even the methods used 
by contractors doing construction? 

The sole solace to the utility is that by 
arrogating to itself such extensive juris- 
diction the village has assumed the burden 
of legal responsibility for just about any- 
thing that may occur and that would 
normally be the responsibility of the utility 
under the terms of its franchise. 


_ conflict between zoning laws and 
franchise rights has already blos- 
somed into contests in the courts. The fol- 
lowing are two court decisions in New 
York state: 


Village had no right by zoning ordi- 
nance to prohibit maintenance of power 
lines within village by lighting company 
which was vested with powers and 
rights granted electric corporations by 
this article. Long Island Lighting Co. 
v. Village of Old Brookville, 1947, 72 
NYS2d 718, affirmed 273 App Div 
856, 77 NYS2d 143, reargument and 
appeal denied 273 App Div 910, 78 
NYS2d 372, affirmed 298 NY 569, 
81 NY2d 104. 


+: 


This section, together with franchises 
granted by town, gave right to erect 
and maintain gas manufacturing plant 
in town subject to regulation, which 
could not be nullified by town zoning 
ordinance enacted after granting of 
such franchises. Long Island Lighting 
Co. v. Griffin, 1947, 272 App Div 551, 
74 NYS2d 348. 


Then there are the two following cases 
in adjoining states, viz: 

Pennsylvania. Duquesne Light Com- 
pany was recently engaged in building an 
electric transmission line through the 
township of Upper St. Clair in this state. 
Township officials started action to pre- 
vent the construction of this transmission 
line because they claimed it was in viola- 
tion of the local zoning ordinance. 

The court held that the regulation of 
utilities was in the hands of the public 
utility commission. That this was by au- 
thority of act of the state legislature. It 
held that the public utility commission 
alone was possessed of general adminis- 
trative power over and authority to super- 
vise and regulate any and all public utili- 
ties in the state. It held that public utilities 
are required by law to maintain adequate, 
efficient, safe, and reasonable service and 
facilities. 

Included in the court’s decision was the 
following in respect to a utility: 


It must make all repairs, changes, 
alterations, substitutions, additions, and 
improvements in the service that are 
necessary to serve its customers and to 
protect adequately the operation of the 
system, but such service must be in 
conformity with the orders and regula- 
tions of the public utility commission. 
No court nor township has jurisdiction 
to determine these matters. This is the 
sole responsibility of the commission.? 


- epenmetmaiaia In the recent case of 
“ Jennings v. Connecticut Light & 
Power Co. (1954) the court decision 
was similar. The court made _ refer- 





Duquesne Light Co. v. Township of Upper St. 
Clair (Pa Ct CP 1954) 3 PUR3d 44. 
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ence to regulation of utilities by the state 
commission and to the rights which a 
utility company enjoys under its fran- 
chise. It decreed that a zoning ordinance 
could not invest municipal officials with 
the authority to regulate or prevent utility 
structures within municipal limits. The 
court emphasized that if such were the 
case, zoning officials could prevent utili- 
ties from locating structures within a mu- 
nicipality and that this would be a com- 
plete denial of the authority of the state 
commission.* 


HESE cases clearly show that the 

courts of at least three states recognize 
the importance of protecting a public util- 
ity in the rights vested in it by its franchise 
—the right to be unhampered by zoning 
restrictions to the end that it may be free 
to construct, maintain, operate, enlarge, 
and extend its facilities from time to time 
as it may in its best judgment deem neces- 
sary for the adequate service of its cus- 
tomers. 

These decisions recognize the multi- 
tude of statutory provisions, court deci- 
sions, self-prescribed safety and other 
codes which already exist and under 
which utilities operate. They recognize the 
scope of regulatory bodies. They point to 





2Jennings v. Connecticut Light & P. Co. (1954) 
140 Conn 650, 103 A2d 535. 
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a lack of full understanding by the authors 
of the zoning ordinances of the subject 
with which they deal, unless the conclu- 
sion is to be made that there is a deliberate 
intent to set the stage for a debacle of 
public utility service. 


N view of court decisions such as these, 

inquiry promptly arises as to whether 
utilities should not take the forthright 
position that they will refuse to recognize 
zoning laws in such instances. Perhaps 
they should. Rights which are not pro- 
tected are soon rights no longer. It may 
be a fair assumption that a succession of 
decisions by the courts supporting the 
utilities would be so conclusive that there 
would be a cessation of zoning ordinances 
so written. It might even be that many 
municipalities would co-operate with utili- 
ties by revising existing ordinances so as 
to eliminate the nuisance characteristic. 

However, to quote the essence of some 
old observations, it is not the nature of 
men or things to be all black or all white— 
they are mostly grays. Answers are not 
by nature all yeses or noes—they are 
mostly compromises. So a utility in many 
instances will elect to try to live with the 
zoning ordinance. In many cases doubt- 
less the local officials or representative 
may be inactive in enforcing the provi- 


discover at the earliest possible moment any move by a mu- 


q “It is obvious that utilities must become exceedingly alert to 


nicipality to adopt a zoning ordinance, and take appropriate 
action forthwith. If a utility operates over a large territory, it 
should designate an agency in its organization to act as a cen- 
tral point or clearinghouse for all zoning matters. This might 
logically be the department which has the handling of land 
matters, as zoning is most frequently encountered in making 
land purchases for utility purposes.” 
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sions of the ordinance against utilities. 
Again a utility will be willing to abide by 
certain regulations, as for example, in 
constructing an office building or a garage 
or observing the set back from street and 
lot lines or in obtaining building permits 
for such construction. 

If the utility elects to compromise with 
existing zoning situations there is still no 
excuse for not striving to protect itself 
against the enactment of punitive ordi- 
nances in territory now free of such regu- 
lations. 


HAT then should utilities do about 

it? As already indicated the first ob- 
jective should be to prevent, if possible, 
any further enactment by municipalities 
of zoning ordinances with the objection- 
able provisions. The second objective 
should be to secure the revision of exist- 
ing ordinances by substituting a properly 
phrased utility provision for those such as 
are unduly restrictive, contrary to fran- 
chise rights, and labeled as improper by 
the courts. 

It is obvious that utilities must become 
exceedingly alert to discover at the earliest 
possible moment any move by a munici- 
pality to adopt a zoning ordinance, and 
take appropriate action forthwith. If a 
utility operates over a large territory, it 
should designate an agency in its organ- 
ization to act as a central point or clearing- 
house for all zoning matters. This might 
logically be the department which has the 
handling of land matters, as zoning is most 
frequently encountered in making land 
purchases for utility purposes. At the 
same time franchise and operating de- 
partments are vitally concerned. District 
officials and personnel should be acquaint- 
ed with the prospect of zoning proposals 
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and the urgency of immediate action as 
soon as they occur. 

Usually a zoning committee is estab- 
lished by the municipality and it even- 
tually advertises and presents at a public 
hearing the proposed zoning ordinance 
and map. Copies of these should be ob- 
tained by a utility before the hearing and 
carefully studied. If there are objection- 
able provisions it is excellent policy to dis- 
cuss them if possible with the committee 
prior to the public hearing. If the com- 
mittee is fair and honest in its efforts to 
protect the public welfare, it will not 
wish the enactment of ordinances detri- 
mental to good public utility service. It 
will not wish to risk self-embarrassment 
by adopting the type of ordinance already 
rejected by the courts as a negation of 
rights vested in utilities by franchises, 
statutes, and regulatory bodies. 


IX event of inability to settle the issue 
in this manner, it becomes necessary 
to gather forces and take vigorous action 
at the public hearing. In face of wide- 
spread objection on the part of the pub- 
lic, it is usual for committees to engage in 
revision of ordinance and map, after 
which another hearing may be called. 

A remarkable fact in respect to zoning 
laws in New York state is that under the 
statutes of that state proposed zoning 
laws cannot be submitted to a referendum 
of the voters. They are adopted by the 
town board, village board, or city com- 
mon council, as the case may be. To those 
brought up in the town meeting tradition, 
it would seem that in issues having to do 
with the rights of individuals to use their 
private property, the individual should be 
entitled to a firsthand ballot rather than 
a secondhand ballot by so small a number 
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as constitute the above groups of officials. 

In conclusion a zoning ordinance should 
set up no barrier to utility service or to 
structures, and facilities necessary or ad- 
visable for the rendering of that service. 
A zoning ordinance under “uses” should 
explicitly provide for necessary struc- 
tures in connection with public utilities. 
This should be applicable regardless of 
district classification whether residential, 
commercial, industrial, agricultural, or 
what not. 

An excellent phrasing is as follows: 


Any Municipal or Public Utility 
Purposes for the Maintenance of Util- 
ity Services. 


or 


Necessary Structures in Connection 
with Municipal or Public Utilities. 


Existence connotes struggle. Utilities 
have established rights which are their 
very existence. If these rights are not 
vigilantly guarded they will one by one 
disappear. 











Utility to Get Electronic Brain Equipment 


€¢/ YoMMONWEALTH Epison Company has started to make prep- 

4 arations for the installation of the first electronic brain to 
be put in service by a utility company. The new computer can 
read, write, multiply, divide, add, subtract, and—most important 
of all—remember things. It can read a full length novel in six 
seconds. 

“Commonwealth Edison has scheduled it for 24-hour-a-day duty, 
beginning in July, computing and printing electric bills for the util- 
ity system’s 1,800,000 customers. It will speed up the processing 
of bills so that they will be in the mail within two days after meter 
readings instead of the five days now required using conventional 
business machines. Later, the brain will get more jobs, possibly 
pay check writing and inventory control. 

“The computer's secret weapon is its memory cells. Recorded 
on magnetic tape are massive amounts of information. It will re- 
member the past record of a customer’s bills, and if the one it just 
computed seems too high or too low, it will decide that maybe a new 
meter reading should be taken. Or, it will remember that a cus- 
tomer did not pay his bill last month and call for the amount still 
owed and add it to the new amount to show the total due. 

“The brain has the title of IBM Electronic Data Processing Ma- 
chine, Type 702, and was ordered from International Business Ma- 
chines Corporation last April. Willis Gale, Edison chairman, esti- 
mated the machine will result in savings of $750,000 annually be- 
fore taxes and will reduce the number of employees required for 
billing work from the present 470 to about 270.” 

—Excerpt from The Wall Street Journal. 
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Washington and 


the Utilities 


Hearings on the Economic 
Report 


Beaoeen of regulation and the use of 
federal regulatory positions as a step- 
pingstone to high-salaried jobs with the 
regulated industry was made in recent 
hearings of the Joint Committee on the 
Economic Report. Much of the criticism 
came from the committee chairman, Sena- 
tor Douglas (Democrat, Illinois), who 
charged that “consumer representatives” 
had trouble getting onto the federal regu- 
latory commissions. Senator Douglas’ re- 
marks were believed to refer in part to the 
Senate’s refusal to confirm the reappoint- 
ment of Leland S. Olds to the FPC in 
1950. 

Olds himself was a witness before the 
Douglas committee and he used the oppor- 
tunity to lash out at the President’s Eco- 
nomic Report because it failed to recom- 
mend expansion of the public power 
program. The former FPC commissioner 
under two preceding administrations, told 
the Joint Committee that the report should 
have included: (1) new federal multi- 
purpose river basin projects, including 
federal development of power, in 12 dif- 


261 





Wi, 




















ferent river basins plus the Niagara-St. 
Lawrence; (2) construction of large-scale 
federal atomic power plants in addition 
to licensing private construction; (3) fund 
requests to put TVA in a position to 
assume responsibility for its power re- 
quirements; and (4) provision for federal 
transmission facilities as necessary to 
assure co-operative and public systems 
have first call on power generated at fed- 
eral plants. 


HE most critical antibusiness testi- 

mony came from a former vice presi- 
dent of General Electric, Theodore K. 
Quinn, who hit at big industrial combina- 
tions. “These giant collectives, so like 
dictatorships in their bureaucratic forms 
and methods,” Quinn testified, “are now 
assuming political as well as economic 
roles, and through their skilled ‘public 
relations’ publicity, lobbies, donations to 
schools and colleges, and the subtle and 
sinister influence of advertising expendi- 
tures on our communication media, they 
are transforming the organization of our 
society into a kind of American feudalism 
from which Socialism appears to be the 
only ultimate escape.” He suggested that 


MARCH 3, 1955 








PUBLIC UTILITIES FORTNIGHTLY 


corporations with over $250,000,000 in 
gross assets should be declared to be 
“affected with a public interest.” 

A somewhat contrary view suggested 
that the federal government, itself, was 
one of the strong forces encouraging 
monopoly. It was expressed by Dr. Walter 
Adams, economics professor at Michigan 
State College. He spoke of the “marasmus 
of the regulatory process—its injurious 
effects on the consumer and its debilitating 
influence on the industry concerned.” He 
found, in the Federal Communications 
Commission’s handling of allocations in 
the ultra-high-frequency and very high- 
frequency channels a “subversion of com- 
petition by regulation.” Speaking of the 
Interstate Commerce Commission’s regu- 
lation of rail and truck transport, he said 
there are “strong indications that the type 
of regulation may be unwise and the 
amount of regulation excessive.” 


Mc" of the testimony, of course, dealt 
with the over-all import of the Pres- 
ident’s Economic Report—aside from the 
public power and regulatory aspects. One 
witness, who stressed the importance of 
accurate statistics, was Donald R. Belcher, 
assistant director of the Bureau of the 
Budget. He, incidentally, was formerly a 
treasurer of the American Telephone and 
Telegraph Company. 

Belcher spoke of a sound and balanced 
statistical system as a primary requirement 
for all sound administrative policies. He 
then touched on various aspects of the 
report, including man power, price trends, 
national income, production and distribu- 
tion, construction and housing, population 
and vital statistics. 

In his conclusion, Belcher referred to 
the need of private economic interest as 
well as government policy makers for in- 
creasing quantity and bettering quality of 
economic statistics. He stated : 
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For fiscal 1956, the President has rec- 
ommended appropriations to the several 
agencies which, in addition to complet- 
ing the special censuses already under 
way, will provide for expansion of 
$4,800,000, or about one-sixth, in pres- 
ent levels for the current statistical pro- 
grams. This contemplates, not only 
general strengthening throughout the 
statistical system but, in particular, 
marked increases in the fields of man 
power and construction statistics where 
the need for more and better economic 
information is most generally recog- 
ized. The increases are all directed at 
known weaknesses or gaps in existing 
statistics and will measurably improve 
our economic intelligence. In the two 
fields of major increases, I am con- 
vinced that the expanded programs will 
raise the entire level of accuracy and 
detail, and correct major deficiencies 
disclosed during the postwar period. 


Belcher said that viewpoint has wide- 
spread acceptance in the government. 
Despite the budgetary limitations, federal 
statistical agencies have long been in the 
forefront of new statistical methods and 
their output over the years has shown 
great over-all improvement. 


* 


Dixon-Y ates Cleared for Action 


_— political cannons all around it, 
particularly to the left of it, the 
Dixon-Yates contract technically became 
an accomplished fact on February 15th. 
Democratic opponents of the plan made 
the most of the days immediately preced- 
ing the effective deadline in trying to 
shoot so many rockets of criticism that 
the administration might be scared into 
backing away from the controversial proj- 
ect. But the administration’s lines held 
firm in the face of the Joint Committee 
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on Atomic Energy’s action in reporting 
to “rescind” the waiver of a 30-day review 
by the preceding (Republican) joint con- 
gressional committee. 

Senator Anderson (Democrat, New 
Mexico), chairman of the new Joint Com- 
mittee, voted to delay the proceedings be- 
fore the Securities and Exchange Com- 
mission for approval of the Dixon-Yates 
equity financing to build the power plant 
at West Memphis, Arkansas. Commis- 
sioner Murray, a Truman appointee to the 
Atomic Energy Commission, changed his 
mind in the middle of the controversy and 
condemned the contract which he had once 
approved. 

But the AEC refused (probably by a 
2-to-1 vote, with Chairman Strauss and 
Commissioner Libby in the majority) to 
repudiate the contract as recommended by 
the 10-8 party vote of Senator Anderson’s 
committee. Then President Eisenhower 
announced his continued support, and 
suggested that the opposition was chiefly 
political and had nothing to do with the 
merits of the Dixon-Yates plan. Finally, 
the SEC on February 9th approved the 
initial financing by a 4-to-1 vote. Again 
a Truman holdover on the SEC, Commis- 
sioner Rowen, was the sole dissenter. 


> 


Three Gas Bills Show Up 


HE long-awaited proposed legislation 

to nullify the controversial Supreme 
Court decision in the Phillips Petroleum 
Case and remove independent natural gas 
producers from the jurisdiction of the 
Federal Power Commission made a quiet 
appearance on February 9th. It was a bill 
(HR 3703) by Representative Rogers 
(Democrat, Texas); and there was still 
considerable doubt whether this bill will 
give the main body the support which has 
long been expected for such legislation. 
Two days later a similar bill was intro- 
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duced by Representative Ikard (Demo- 
crat, Texas). 

One reason for the delay has been the 
failure of the President’s Cabinet Com- 
mittee on Energy Supplies and Resources 
Policy to make its report. When it does, 
it is likely that a bipartisan “consumer 
state” sponsored bill will make its appear- 
ance in both chambers. 

Representative Rogers conceded he and 
some of the other Congressmen in favor 
of exempting the independent producers 
had originally planned to hold off intro- 
ducing bills until the President’s special 
fuel policy committee reported. This is 
a special Cabinet-level committee, headed 
by Defense Mobilizer Arthur Flemming. 
The FPC told the House Commerce Com- 
mittee it would have no recommendations 
on this subject until the Flemming com- 
mittee reported. Representative Rogers is 
a member of the House Commerce Com- 
mittee which will handle this legislation 
in the House. His bill would simply ex- 
empt from FPC control any gas producers 
or gatherers who are not engaged in the 
interstate pipeline transmission business. 

The so-called “consumer” side of the 
gas controversy inspired HR 3616, a bill 
proposed by Representative Yates (Demo- 
crat, Illinois) “to shield consumers from 
exorbitant charges” resulting from the so- 
called fair field price approach to gas rate 
regulation. Similar to a measure intro- 
duced in the last Congress by Senator 
Ferguson (Republican, Michigan), it 
would require that “the rates and charges 
of natural gas companies be determined 
on the basis of the actual legitimate cost 
of the companies’ property, less deprecia- 
tion.” 

Yates said recent increases in con- 
sumer gas bills in the Chicago area re- 
sulted from the “fair field price” concept. 
He asked for an early hearing in commit- 
tee, but probably won’t get it. 


MARCH 3, 1955 











FCC Hears USITA-BellSystem 
Dispute 

HE United States Independent Tele- 

phone Association and the Bell sys- 
tem have gone to the FCC for a ruling on 
the desirability of acquisition of a small 
independent telephone company in Texas 
by the Southwestern Bell Telephone Com- 
pany. In a petition to the FCC protesting 
the acquisition, the USITA complained 
that Southwestern Bell negotiated an op- 
tion to buy the Tomball Telephone Com- 
pany without notice to the independents, 
in disregard of a long-time understanding 
between the two groups regarding the ac- 
quisition of properties by one group with- 
out the consent of the other. 

The company acquired by Southwest- 
ern is on the outskirts of Houston and 
operates 872 telephones. According to 
the USITA petition, the value of the 
property is far less than the contract pur- 
chase price. It argues that approval of the 
acquisition would deny members of the 
national and state independent associations 
an equal opportunity to compete in the ac- 
quisition at a fair and reasonable price; 
and that approval would establish a prece- 
dent sanctioning the sale of other inde- 
pendent properties without regard to the 
relationship between reasonable value and 
the sales price. 
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The USITA petition further states 
that approval of the acquisition by the 
FCC would strengthen the Bell system 
position at the expense of the independent 
branch of the industry and would also de- 
prive independent manufacturers of an 
outlet for their products. It would not be 
in the public interest, the petition con- 
tinues, to permit encroachment by the Bell 
system into areas where independents 
stand ready and willing to provide service 
equal to that proposed by the Bell system. 

Southwestern Bell pointed out to the 
FCC that the owners of the small com- 
pany are willing to sell out and that their 
subscribers are anxious to obtain Bell sys- 
tem service. The USITA and the Texas 
Independent Telephone Association, how- 
ever, object that the purchase price of 
$200,000 is excessive and “places an un- 
due and improper burden of cost upon the 
subscribers.” The contested case is the 
first of its kind to be filed in many years 
with the FCC. 

* 


FCC to Consider Subscription 
TV Rules 


HE Federal Communications Com- 
mission has agreed to look into pro- 
posals for subscription—pay-as-you-see— 
television service. The commission turned 
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down Zenith Radio Corporation’s appli- 
cation for immediate commercial opera- 
tion of such service but said “pay-as-you- 
see” TV “should be considered in a gen- 
eral rule-making proceeding in which all 
phases of the problem may be afforded de- 
tailed and careful consideration.” Com- 
mander E. F. McDonald, Jr., president of 
Zenith Radio Corporation, said he was 
“delighted with the decision” and added: 


This procedure will enable those in- 
terested to show the commission and 
the American public . . . that subscrip- 
tion television can bring right into the 
American living room the great enter- 
tainment which is not now available ex- 
cept in the theater or stadium. 


Several other companies have applied 
for permits to introduce commercial sub- 
scription TV in the homes by methods oth- 
er than the one proposed by Zenith. Sub- 
scribers to Zenith’s “‘phonovision” method 
would have a line from the telephone com- 
pany which plugs into their set. During 
subscription broadcasts the telephone line 
rings a tone into the set which causes a 
special device to “unscramble” the picture. 
Another method under consideration is 
the “subscriber-vision’” method developed 
by the Skiatron Electronic & Television 
Corporation of New York city. This 
method uses a perforated card, which is 
sold to subscribers who insert it into their 
set to unscramble the picture. 


Feo system authorized by the FCC 
for experimentation only is “tele- 
meter,” which was granted Paramount 
Television Products, Inc. Tests are being 
run from station KTLA in Los Angeles. 
Subscribers pay for the service by deposit- 
ing coins in a meter on their receivers. 
There are several petitions now before the 
FCC that urge authorization of subscrip- 
tion TV. They urge that programs avail- 
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able under subscription TV would enable 
ultra-high-frequency stations and nonnet- 
work stations to compete with the very 
high-frequency stations and network affil- 
iates for a larger share of the television 
audience. 


HE FCC says it must look into ques- 

tions of law and fact. The legal 
questions involve whether the FCC has 
authority to authorize and regulate sub- 
scription TV; whether the latter consti- 
tutes “broadcasting” under the Communi- 
cations Act, or whether it is a common 
carrier or other type of service; and 
whether the FCC has authority to permit 
it to use channels assigned to TV broad- 
casting. 

The FCC also wants to be sure that 
subscription TV will “generally encour- 
age the larger and more effective use 
of radio in the public interest.” It will 
have to decide whether subscription TV 
should be limited to a single system or 
general standards provided to enable a 
number of systems to operate; and wheth- 
er it is to be limited to UHF stations only, 
or to stations in small markets. The com- 
mission will accept comments on the 
question from interested parties until 
May 9th. 

> 


Bell’s Two-inch Hollow Tube 


ee conducted by the Bell 
System Laboratories indicate it will 
be possible to transmit tens of thousands 
of cross-country telephone conversations 
and hundreds of television programs 
simultaneously through a two-inch hollow 
tube. By comparison, the capacity of the 
most modern of coaxial cables is 1,860 
two-way conversations and two TV pro- 
grams simultaneously on a pair of tubes. 
Each cable has eight such tubes, two of 
which are kept as spares. 


MARCH 3, 1955 








PUBLIC UTILITIES FORTNIGHTLY 


The new and radically different system 
is based on the use of wave guides made 
of hollow tubing. The latter have been 
used for some time for short distances, but 
only where the tubes could be perfectly 
straight. 

Laboratory experiments show the 
system can be extended to long dis- 
tances if the hollow tube is constructed of 
thin copper wire, very tightly coiled—like 
a spring under pressure—and wrapped 
inside a flexible outer coating which holds 
the coiled wire in place. This wave guide 
method need not be straight and can ac- 
tually carry signals around corners. 

The new transmission system operates 
on a “super high’’-frequency range never 
betore put to practical use for communi- 
cations. 

Looking ahead, Bell scientists see 
the use of wave lengths no more than a 
twenty-fifth of an inch. If this becomes 
possible, the wave guide of the future may 
be no thicker than a fountain pen and still 
carry tens of thousands of telephone 
messages. 


* 


REA Borrowers Install First 
Carrier Equipment 


HE first REA-financed installations 

of subscriber carrier equipment de- 
signed for regular use on rural systems 
have gone into service. One is in Mich- 
igan and the other in Texas. Such equip- 
ment had previously been used only for 
experimental purposes. REA regards 
these first installations for regular use as 
an important milestone in its effort to cut 
the cost of rural telephone service. 

The Chatham Telephone Company, in 
Michigan, cut over three new dial central 
offices January 29th. Connected to one of 
these by carrier is a community of fifty 
subscribers. Across 15 miles of roughly 
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wooded terrain a single pair of telephone 
wires, supported for most of the distance 
on poles of an electric co-op, carries seven 
channels for communication to this re- 
mote subscriber area. Earlier in January, 
the XIT Rural Telephone Co-operative 
at Dalhart, Texas, put into operation five 
channels of FM-type subscriber carrier in 
its Coldwater exchange area. 


> 


Hoosier Silver Anniversary 


Pane TELEPHONE COMPANY OF 
InpIANA, INc., second largest in 
Indiana, observes its twenty-fifth anni- 
versary this year. A special emblem, em- 
phasizing a “quarter-century of service,” 
has been adopted for use on letterhead and 
posters. Book matches, programs, and 
historical, illustrated booklets are among 
the commemorative features of the anni- 
versary. 

General of Indiana was first organized 
February 5, 1930, as the Indiana Commer- 
cial Telephone Corporation and began 
operations in 1932 with the consolidation 
of 11 companies serving 41,032 stations in 
27 exchanges. The name was changed in 
1931 to Indiana Associated Telephone 
Corporation, then in 1952 the name of 
General Telephone Company of Indiana, 
Inc., was adopted. 

Only two of the company’s 27 ex- 
changes were dial-operated when the com- 
pany started operations in 1932. Of the 
41,032 telephones at that time, only 22 
per cent were dial. At the end of 1954, 
General of Indiana reported 64.33 per cent 
of all its telephones were dial-operated. 
The company’s construction budget for 
1955—a total of $4,347,000—is the larg- 
est in company history. 

In addition to dial conversion, General 
of Indiana has many other projects 
marked for work this year. 
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Financial News 
and Comment 


By OWEN ELY 


Utility Financing and 
Atomic Power 
_ H. Scott, controller of Detroit 
Edison Company, presented a paper 
recently before the New York Society of 
Security Analysts on this topic, high 
lights of which were as follows: 

Published long-term forecasts for the 
electric utility industry indicate generat- 
ing capability of some 350,000,000 kilo- 
watts in 1975, compared with a little over 
100,000,000 currently. Mr. Scott has 
worked this out in terms of plant invest- 
ment, in billions of dollars, as shown in 
the table at top of page 268. 

This vast expansion program will ob- 
viously give ample opportunity to con- 
struct nuclear power reactors in an order- 
ly way for gradual integration into the 
generating plants, so that forced ob- 
solescence will not become a major factor. 
This proves the economic principle, Mr. 
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Scott observed, “that an expanding indus- 
try will enjoy a more rapid rate of tech- 
nological advance than a static or con- 
tracting industry.” 

Heretofore the electric power industry 
has not had to bother much with alterna- 
tive plant cost studies, but merely to meet 
the problem of meeting the additional de- 
mand for electricity. Technological prog- 
ress has been virtually continuous but 
with no sudden or major changes. In 
line with past policy, utilities have joined 
into several friendly competing groups to 
solve the problems of atomic energy and 
to discuss the matter of alternative costs. 


HE actual cost of producing kilowatt- 

hours at the power plant is usually 
available, but it is unusual to combine this 
figure with taxes, depreciation, and cap- 
ital costs per kilowatt-hour to obtain an 
over-all cost figure. One efficiency yard- 
stick is the amount of coal used to pro- 
duce one kilowatt-hour, which has been 
reduced one-half in the last twenty-five 
years, to about three-quarters of a pound 
in the most efficient new plant. This, how- 
ever, does not take into account changing 
costs of coal as well as changes in over- 
head costs. The latter have been increasing 
sharply in the past decade, as indicated in 
the comparison (mills per kilowatt-hour 
sold) shown in the table at bottom of 
page 268. 
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Uisity Plant (6Gp08S) csss. soc ce ccs 


From Internal Funds 


Depreciation Reserve .............. 
vB pe Oe RRS Sees, 


From Investors 


Common and Preferred Stocks ..... 
Pe eg Le 


* Approaching 23 billion per year. 


It is obvious that inflation has won in 
the race against technological advances 
and growth. Perhaps atomic energy will 
help in the fight against inflation—it’s 
well worth the experiment. 


HE installation of larger and more 

efficient generating units does not 
necessarily reduce costs, since transmis- 
sion problems must also be considered 
when a large amount of generating ca- 
pacity is located at a single location. Also, 
the more complicated design of the more 
efficient unit may mean higher construc- 
tion costs, which increases fixed charges. 
The big, new machines must be used 
around the clock for best results and this 
means more and longer transmission lines 
to provide transmission capacity, reliabil- 
ity, and operating flexibility. Moreover, 
transmission losses, already large, may in- 
crease with heavier voltage. In other 
words, the efficiency gain in the big, mod- 


Energy Expense (Fuel) ............ 
Operating & Maintenance ........... 
AMM ONES os kine cviwbicc nee ee ee scs 


cs) ee Cc) en 
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Invest- Est.Source  Invest- 
ment Of New ment 
1955 Funds 1975 
its $32 $78 $110 
6 15 21 
s 6 9 
9 21 ~ 30 
10 25 35 
13 32 45 
$23 $57* $80 


ern generator may be partially lost by 
the necessity of moving each kilowatt 
a greater number of miles, thus incurring 
larger transmission investment and high- 
er line losses. During light load periods it 
may be difficult to run the best units at 
full load. 

These problems of balancing relative 
costs will apply with still greater force 
when the atomic power plants are intro- 
duced, since these plants will probably be 
substantial in kilowatt-hour capacity. 
Also, location will be an increasing prob- 
lem—the new atomic units must be near 
large sources of water for condensing of 
steam, and there is a new requirement 
that they must be built at greater distances 
from population centers than the conven- 
tional steam plants because of radioactive 
hazards. 


N comparing steam versus nuclear en- 
ergy, all alternative cost studies point 





1943 1948 1953 
2.55 4.63 4.18 
0.92 1.52 1.42 
2.32 226 3.47 
5.79 . 8.41 9.07 


*The above figures are expressed in kilowatt-hours sold and not those 
produced. The unit cost is thus higher than usually expressed due to losses 


of energy in transmission. 
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toward relatively higher fixed costs for 
atomic fuels, increasing the importance of 
the load factor. Thus marketing research 
to increase the load factor for domestic 
and commercial business will become in- 
creasingly important. Moreover, since 
atomic fuel will cost the same wherever it 
is used, fuel costs will tend to become more 
uniform throughout the country. At pres- 
ent the fuel cost per million BTu is about 
nine cents in Texas and thirty-nine cents in 
Vermont. Industries using large amounts 
of electricty tend to concentrate in low 
fuel districts. Use of atomic power will 
give the “processing” industries greater 
freedom of location choice. Labor condi- 
tions may play a more important rdle than 
at present. 


WwW" heavier fixed charges under 
atomic energy, the rate structure 
will have to be revised to strengthen the 
demand portion of the rate as distin- 
guished from the energy portion. Detroit 
Edison is already moving in this direction. 
Summarizing, Mr. Scott concluded that 
the advent of atomic power need not dis- 
turb security holders, for the following 
reasons : 

(1) Even if atomic energy does not 
prove worth while, the loss in research and 


development costs will be relatively minor. 


(2) There will be little or no obsoles- 
cence since the rapid growth of demand 
for power will permit integrating the new 
atomic plants into the old system. 


(3) The area of physical change is 
limited to boiler plant and fuel—the for- 
mer is only about eight per cent of total as- 
sets, the latter about thirteen per cent of 
revenues. 


(4) Existing plant has an advantage 
in that a change-over will only be feasible 
if the variable costs of the conventional 
fuel plant exceed the total costs of the nu- 
clear plant. Fixed charges must still be 
paid on the old plant. 


(5) The regulatory attitude had been 
favorable thus far, and there is ample 
precedent for the utilities to recover from 
customers any property write-off result- 
ing from introduction of nuclear power. 


(6) It is very unlikely that atomic 
energy will be adapted to very small units 
for use in individual homes. Heat result- 
ing from atomic fission would still have 
to be converted into electricity since this 
makes up 60 per cent of total residential 
requirements as compared with 40 per 
cent for heat applications. 





CURRENT YIELD YARDSTICKS 


Feb. 11, 1954-55 Range 1953 Range 

1955* High Low High Low 

U. S. Long-term Bonds—Taxable ............... 2.67% 2.70% 241% 3.15% 2.70% 
MORN IGGHS——N OAS os ceisedbw scans s daa naeeieses 2.99 3.13 2.86 3.43 3.01 
PR scar Beeb aa oo ripe Mo OTN 3.04 3.19 2.92 3.59 3.07 
Rr er a 343 Saf Sa) 3.72 3.23 
SARs i foseind eeaiare siecle ares 3:37 3.72 37 3.94 3.50 
Utility Preferred Stocks—High-grade ............ 3.94 4.14 3.85 4.45 4.01 
Medium-grade ......... 4.24 4.51 4.17 4.87 4.43 
24 Electric Utility Common Stocks .............. 4.42 5.23 4.42 5.72 5.01 
30) Gas Utility Common SOCKS. 6o6c vcs esieies oieeas 4.49 5.22 4.49 5.66 4.74 





*A pproximate date. 
Latest available Moody indices are used for utility bonds and stocks; Standard & Poor’s index 
for government bonds. 
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Fischer Black’s Forecast for that the industry had continued to grow 
Electric Utilities in 1954 despite the business recession, , 
: ; hurricanes, droughts, and the “threat” of 
XN Aaapagan sie luncheon of the New atorhic batteries. During the year the in- 
York Society of Security Analysts, dustry passed two milestones—50,000,- 

Fischer Black, editor of Electrical World, 000 customers and 100,000,000-kilowatt 

presented some interesting forecasts for capacity. 

the year 1955. Initially he pointed out Referring first to the current interest 
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JANUARY UTILITY FINANCING 
PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 


Price Under- Offer- Indicated 
To writing ing Moody Success of 
Date Amount Description Public Spread Yield Rating Offering 
Mortgage Bonds and Debentures 
1/11 $40.0 Duke Power Ist 3s, 1975 ........... 100.75 58C 2.95 Aaa d 
1/13 50.0 Commonwealth Ed. Deb. 34s, 2004... 100 a, ws 3.13 Aa d 
1/19 25.0 New England Power Ist 34s, 1985.... 101.93 .46C 3.15 Aa a 
1/26 30.0 Consumers Power Ist 34s, 1990 ...... 102.33 56C 3.14 Aa a 
Preferred Stocks 
1/19 10.0 Toledo Edison 4.25% ($100 Par) .... 100 1.85N 4.25 -- b 
1/21 8.0 Duquesne Light $2.10 ($50 Par) .... 51.34 91C 4.09 --- a 
Earnings- 
Price 
Common Stocks—Offered to Public Ratio 
WAG «©6959 WDiaesne Dah ooo ook. es cose cee css 39.25 54C 5.11 6.5 c 
1/19 SS DORPAD PSO 65 6is dds cn sccwnnscsss 14.25 42N 4.91 7.1 a 
Common Stocks—Subscription Offerings 
1/5 2 New Britain Gas Light ............. 26 * 6.92 10.3 
1/13 VG CSC ee 40 a 5.00 8.4 a 
1/24 ee OO, Ca 24 75N 5.21 6.8 
1/24 6 “Pisssotira Wes ooo ous ck cscees cass 20.75 N** 5.98 9.1 —_ 





*Not underwritten. **Dealers’ compensation (in addition to underwriting). N—Negotiated. C—Com- 
petitive. a—Reported well received. b—Reported fairly well received. c—Reported issue sold slowly. 
d—Reported issue sold very slowly. 


JANUARY NEW MONEY FINANCING 
(In Millions) 

















Offered to Sold to Sold Toial 

Electric Companies Stockholders Public Privately Financing 
SORES Ee ari eit ee ony woe eee oe nies — $109 $9 $118 
giclie. Uo Ce eS See eee “= 18 5 23 
Cert on Ce eo ete ene tee $9 21 — 30 
CUS Seer Seog a aa a $9 $148 $14 $171 

Gas Companies 

UMAR eee Noah es eA gladl wiclala aiaatdis cs — — $ 3 S 3 
er NS Ce hr or er er — — — — 
COO St a a a ere $5 _— 5 
UMN os SOR hr ieee ae eek ne Aceh aise s wists 35 -- $ 3 $ 8 
otal Plecttic and (Gas: .oscsie css ceccscne $14 $148 $17 $179 


The only refunding operation was $37,000,000 bonds by an electric utility. 
Source of data—Irving Trust Company. 
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in nuclear reactors, Black predicted that 
the group of utilities headed by Detroit 
Edison (Atomic Power Development As- 
sociates) would enter the first formal 
application for a federal license to build 
and operate a nuclear power plant. (Sub- 
sequently, the president of Consolidated 
Edison Company of New York, H. R. 
Searing, told the congressional Joint 
Committee of his company’s intention to 
build such a plant.) A new corporation is 
expected to be formed by the Detroit Edi- 
son group to build a 100,000-kilowatt 
plant in Michigan and sell the steam to 
Detroit Edison—just as Duquesne Light 
will buy steam from the reactor now be- 
ing built near Pittsburgh. The Yankee 
Atomic Electric Company in New Eng- 
land is also expected to come up with firm 
proposals for building plants. Black felt 
that there would be comparatively little 
difficulty in obtaining private capital for 
these plants, despite the fact that there is 
no evidence yet that nuclear power plants 
can operate as cheaply as modern coal- 
burning plants. 

But the nuclear units will get increas- 
ing competition from new steam-generat- 
ing turbines. According to Black, one 
utility is likely to place an order in 1955 
for a 350,000-kilowatt unit, to operate at 
1,200° and 10,000 Ibs. pressure, and he 
also thought that a unit as large as 500,- 
000 kilowatts might be under considera- 
tion by the end of the year. (It may be 
suggested, however, that a unit of the lat- 
ter size could only be used in a few areas, 
serving a heavy concentration of industry 
or population; the temporary closing 
down of such a large generator might 
cause some disruption in service unless 
several smaller generators could be acti- 
vated to take up the load.) These large 
units would, of course, mean further re- 
ductions in the cost of generating a kilo- 
watt-hour by fuel consumption. 
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AT&T to Make Record 
Offering 


anes of the American Telephone’ 


and Telegraph Company voted re- 
cently a plan for the largest single financ- 
ing operation on record—issuance of a 
maximum of $650,000,000 new converti- 
ble debentures. 

Stockholders of the company will be 
asked at the annual meeting on April 20th 
to approve the recommendation for the 
issue. Each stockholder, of whom there 
are more than 1,300,000, would receive 
rights to subscribe to the debentures in 
proportion to the number of shares held. 

Since the end of World War II, Amer- 
ican Telephone and Telegraph has raised 
more than $3.4 billion of new capital by 
sale of debenture issues convertible into 
common stock. The largest previous issue 
was $602,543,700 of 3% per cent deben- 
tures sold in 1953 out of a total authori- 
zation of $625,000,000. Last year the 
company’s new capital requirement was 
met in part by sale of $250,000,000 of 
34 per cent convertibles. While stockhold- 
ers received rights in 1953, last year’s sale 
was completed in the open market. 

The recent meeting of the board, at 
which the directors also declared the regu- 
lar quarterly dividend of $2.25 a share, 
had been closely watched in the financial 
community because of recurring rumors 
of a possible stock split and higher 
dividend. 

Cleo F. Craig, president of AT&T, 
said the company has a continuing need 
of new capital for construction of tele- 
phone facilities to meet public demand for 
service. He stated: 


Further, our merchandising and sales 
programs are developing many new 
uses and opportunities for service. In 
the prospect for continuing growth, the 
increasing population of the country is 
only one factor. Americans are using 
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the telephone more and more in their 
daily lives, and as new facilities im- 
prove our service, this in turn encour- 
ages further usage. 


per the company has gone into the 

market in recent years with numer- 
ous large single offerings of debt securi- 
ties, the ratio of debt to equity capital has 
risen only temporarily. Conversions of 
the debentures into common stock have 
cut back the ratio to more favorable levels, 


€ 


meanwhile boosting the outstanding stock 
to some 48,162,000 shares, on which the 
company has continued to pay $9 a share 
annual dividends. 

According to John J. Scanlon, treas- 
urer, the “interest rate obtained (on the 
new issue) will turn in large part on when 
we go ahead with the issue.” Market con- 
ditions, he continued, will be one factor 
helping the company to determine the tim- 
ing of its offering. If the company acts 
now it can expect a better rate, he said. 


ELECTRIC UTILITY STATISTICS AND RATIOS 


Per Cent Increase 


Latest Latest Latest Latest 
Unit Month 12 Mos. Month 12 Mos 
Operating Statistics 
Output KWH—Total (December) ....... Bill. KWH 43.4 471.6 11% 7% 
Hydro-generated ......... ‘i 9.0 —- 4 — 
Steam-generated ......... % 34.4 — 15 - 
Capacity (September) .................. Mill. KW 100.0 — -= 12 
CAG TCOAG AMUSE) ooo cscs cos ccdevevels - 79.7 — 7 _— 
Puel Use (October) * Gaal ..... cc ceesccee Mill. Tons 11.9 — 9 — 
RNB oe 5s welareve-Sletehe Mill. MCF 74.9 —~ 6 — 
MORE eis iosid se asa harass Mill. Bbls. 7.7 — 1 — 
MSGALE SIONS) 8088 50x Bacio cieis's essa Oa/b% wrbi06 Mill. Tons 46.1 — 1 —_— 
Customers, Sales, Revenues, and Plant (November) 
KWH Sales—Residential ............... Bill. KWH 6.6 79 10% 12% 
CORUHEFCION "06-35 ci casee ees = 48 57 9 8 
Lh clef hin | EA PS sd 13.0 147 3 D4 
WOtal: WC MISC. 5 doco ceas S 31.4 365 6 2 
Customers—Residential ..............000 Mill. 33:3 — 3 a 
Oo a ee re ‘ 4.6 2 2 
PRUUSNAE TS. nai cocascecscia . a — 2 2 
Total tcl: OUMers «0.2% 60.06% y 40.7 = 3 3 
Income Account—Summary (November) 
Revenues—Residential ............200e008 Mill. $ 188 2,201 10% 10% 
RS IELOIAN fos eoew ac. see es oes oie ae 130 1,529 7 
MRS AN ice scae hears 6 are cis “ 148 1,701 5 D1 
Total, Incl. Misc. Sales ....... va 509 5,968 7 6 
Sales to Other Utilities ....... i 38 426 5 3 
NEIGG, ENCOME 6. sce cesses oes y 18 238 20 11 
Expenditures—Fuel ................00008 a 82 970 D4 D4 
ED SE eee eee eae 24 = 102 1,203 6 7 
Mist, EXPENSES ..c6000)s 6 oes % 79 921 7 4 
IDEPLECIAMION so ..ccs ses vewes is 53 621 13 12 
ROS TRG ais as ais eles siee eb: _ 11 1,410 10 7 
MPVCL OSES oi 15. Sees soars a a0 383 9 11 
Amortization, etc. ......... si - -— NC NC 
INGUZERCOME 6c 6650086 608% si 95 1,130 13 10 
Preferred: Div? ....04..62.05. yl 145 9 7 
Bal. for Common Stk. ..... a 84 985 15 10 
Common Dividends ........ 60 701 — 10 
Electric Utility Plant (November) gs 27,445 — 10% 
Reserve for Depreciation and Amort. ..... ’ Siz — 9 = 
Net Blectric Utility Plant ...06:66sccieeve vs ¢ 22452 -— 10 


D—Decrease. NC—Not comparable. 
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RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 
Share Earnings*——- Approx. / 
1953 2/9/55 Divi- Cur- Price- Div. Common 
Rev. Price dend Approx. rent Jo In- 12Mos. Earns. Pay- Stock 
(Miil.) About Rate ‘teld Period crease Ended Ratio out Equity 
Pipelines 
$ 3 O Alabama-Tenn. Nat.Gas. 18 $ .60 3.3% $1.45 7% Sept. 12.4 41% 34% 
14 O East. Tenn. Nat. Gas.... 10 .60 6.0 oH 10 Dec. 54 — 136 17 
38 S Mississippi Riv. Fuel .... 56 2.40 4.3 3.70 71 Sept. 15.1 65 93 
48 S Southern Nat. Gas ...... 34 160 4.7 1.89 D8 Dec. ’54 18.0 85 26 
B33 4).. Denn: (Gas Trans. ....... 31 1.40 45 1.80 11 sept. 172 78 18 
137 O Texas East. Trans. ...... 26 1.40 5.4 1.62 22 June 16.0 86 19 
63 O Texas Gas Trans........ 22 1.004% 4.5 1.61 8 Sept. 13.7 62 28 ‘ 
59 O Transcont. Gas P.L..... 28 1.40 5.0 2.06 26 Sept. 13. 68 21 ' 
Averages ........ 4.7% 5 78% 
Integrated Companies t 
118 S American Natural Gas... 49 $2.00 41% $3.67 11% Sept. 13.4 54% 32% ; 
18 O ColoradoInterstateGas.. 59 1.25 2.1 2.17 10 = Sept. — 58 31 i 
232 S Columbia Gas System... 164 .90 5D 1.09 43 Dec. ’54 15.1 83 42 i 
9 O Commonwealth Gas ..... 9 (a) 4.0a 50 28 Dec. ’53 18.0 —_— 68 i 
9 A Consol. Gas Util. ........ 14 1 5.4 .98 D9 July 14.3 77 57 i 
191 3S Gonsol. Nat. Gas ........ 35 1.50 4.3 2.64 31 Sept. 13:3 57 64 
112 S #1 Paso Nat. Gas ....... 43 2.00 4.7 2.09 D36 Nov. 20.6 96 21 | 
Se. 3, “daguitable AGas | co<j05600.0: 28 1.40 5.0 1.87 1 Sept. 15.0 75 34 
10 O Kansas-Neb. Nat. Gas... 28 1.20 43 1.87 14 Dec. ’53 15.0 64 34 
72. S&S Done Siar Gas .icss esse 28 1.40 5.0 173 13 Sept. 16.2 81 39 
20 S Montana-Dakota Utils. .. 30 1.00 3:3 1.35 38 Sept. 222 74 35 
14 O Mountain Fuel Supply... 29 1.00 3.4 147 NC June 19.7 68 59 
49 A National Fuel Gas....... 21 1.00 4.8 152 19 Sept. 13.8 66 55 
66 S Northern Nat. Gas ...... 43 2.00 4.7 227 2 Sept. 18.9 88 31 
37 S Oklahoma Nat. Gas ..... 23 1.20 S2 1.62 88 Dec. ’54 14.2 74 30 
95 S Panhandle East. P. L.... 76 2.50# 3.3 4.93 D1 Dec, 53° 154 51 31 
8 O Pennsylvania Gas ....... 21 1.00 4.8 86 D52 Dec. 53 — 116 100 
130 S_ Peoples GasL.& C...... 156 7.00 45 10.55 8 Sept. 14.8 66 36 
23 O Southern Union Gas .... 20 1.00 5.0 1.39 64 Sept. 14.4 72 34 
209 S United Gas Corp. ....... 35 1.50 4.3 2.11 10 Sept. 16.6 71 43 
Averages ........ 4.4% 16.2 73% 
Retail Distributors 
20 A Alabama Gas .......... 31 = $1.28 41% $1.74 44% Dec. ’54 17.8 74% 42% 
32 O Atlanta Gas Light ...... 24 1.20 5.0 1.71 4 Sept. 14.0 70 36 
46 S Brooklyn Union Gas .... 36 1.80 5.0 2.50 74 Dec. ’54 14.4 72 41 
28 O Central Elec. & Gas ..... 14 80 57 1.14 7 Nov. 12.3 70 16 
10 O Central Indiana Gas .... 16 .60(b) 3.8 78 20 Sept. 20.5 77 59 
4 O Chattanooga Gas ....... 63 — — Bo 136 Nov. 19.7 — 41 
44 O Gas Service ............ 25 1.36 5.4 1.74 Sept. 14.4 78 40 
6  Hoartiord Gas. .......... 39 2.00 5.1 2.42 17 Dec. ’53 16.1 83 51 
14 O Houston Nat. Gas....... 26 1.00 3.8 2.15 6 July 12.1 47 22 
12 O Indiana Gas & Water.... 17 70 41 1a7 22 Nov. 14.5 60 45 
5 A Kings Co. Lighting ..... 16 80 5.0 1.26 26 Sept. 12.7 63 25 
33S Teactede AGS .0..5.6000- 14 .60 4.3 89 D4 Nov 157 67 38 
27 O Minneapolis Gas ........ 26 1.30 5.0 164 NC Oct. 15.9 79 39 
11 O Mississippi Valley Gas .. 20 1.00 5.0 1.81 D8 Sept 11.0 55 30 
8 O Mobile Gas Service ..... 19 .90 4.7 112 627 Sept. 17.0 80 30 
6 O New Haven Gas........ 29 1.60 fe 1.87 31 Dec. ’53 15.5 86 63 
9 O New Jersey Nat. Gas... 22 100E 4.5 1.87 201 Dec. ’54 11.8 53 24 
54 O Northern Illinois Gas ... 20 80 4.0 | May — 104 49 
183 S Pacific Lighting ........ 39 2.00 5.1 2.38 19 Dec. ’54 16.4 84 38 
12 O Portland Gas & Coke.... 24 .90 3.8 151 22 Dec. ’54 15.9 60 46 
8 A Providence Gas ......... 10 48 48 41 21 Dec.’53 — 117 61 
3 A Rio Grande Valley Gas .. 3 “AZ 4.0 23 5 June 13.0 52 60 
G: Oo Seattle Gas 56.5 scsccsce. 14 .40 2.9 72 18 Sept. 19.4 56 60 
7 O South Jersey Gas ....... 24 1.20 5.0 1.55 19 Nov. 15.5 77 3° 
22 S United GasImprovement. 39 2.00 5.1 2.14 D5 Sept. 18.2 93 63 
33 S Washington Gas Light... 40 2.00 5.0 3.03 54 Dec. 54 13.2 66 31 
5 O Western Kentucky Gas.. 15 — — 110 13 Dec. 53 13.6 — 36 
Averages ........ 4.7% 15.1 73% 
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FINANCIAL NEWS AND COMMENT 


ER aE Se 
RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, WATER 




















Share Earnings* Approx. 
1953 2/9/55 Divi- Cur- Price- Div. Common 
Rev. Price dend Approx. rent % In- 12Mos. Earns. Pay- Stock 
(Miil.) About Rate Yield Period crease Ended Ratio out Equity 
Communications Companies 
Bell System 
$4,417 S Amer. Tel. & Tel. (Cons.) 181 $9.00 5.0% $11.93** 3% Nov. 15.2 75% 65% 
202 A _ Bell Tel. of Canada..... 47 2.00 4.3 Zeal 19 Dec. ’53 20.3 87 62 
34 O Cin. & Sub. Bell Tel. .... 88 4.50 5.1 5.45 18 Dec. ’53 16.1 83 100 
161 A Mountain States T. & T. . 123 6.60 5.4 7.48 7 Dec. ’54 16.4 88 77 
259 A New England T. & T. .. 143 8.00 5.6 7.84 5 Dec. 54 18.2 102 56 
579 S Pacific Tel. & Tel. ....+. 135 7.00 52 8.84 39 Nov. 15.3 79 59 
81 O So. New England Tel... 41 2.00 4.9 2.18 8 Dec. ’54 18.8 92 67 
Averages ...0.05. “5.1% “17.2 87% 
Independents 
10 O Calif. Water & Tel. ..... 18 $1.00 5.6% $1.48 22% June 122 68% 38% 
11 O Central Telephone ...... 17 .90 pe 1.59** D10 Nov. 10.7 57 24 
2 O Florida Telephone ...... 14 80 57 85 D4 Dec. 53 16.5 94 —_— 
128 S General Telephone ...... 39 1.60 4.1 2.82** D6 Nov. 13.8 57 37 
5 O Inter-Mountain Tel. .... 14 .80 Sf. 93 43 Dec 53-154 86 64 
14 S$ Penmsular Tel. 2.02.4... 38 1.80 4.7 2.36 28 Sept. 16.1 76 62 
16: © ‘Rochester Tel. .... 0.0... 17 80 4.7 111 D10 Sept. 15.3 72 35 
2 O Southeastern Tel. ....... 14 80 57 IS 15 June 12.2 70 — 
7 O Southwestern States T... 20 1.00 5.0 1.54 12 Dec. 53 13.0 65 34 
32 O Telephone Bond & Share 21 1.00 48 1.50Est. — Dec. 54 14.0 67 15 
15 © United Utilities ......... 19 iz 5.9 1.61** D1 June 11.8 y {| ars 7 | 
195 S Western Union Tel. ..... 90 4.00 4.4 6.77 243 Dec. ’53 13.3 59 83 
AVefFages: 2255555 5.1% 13.7 70% 
Transit Companies 
29 A Capital Tranmt......5.. 11 $ .80 7.3% $.75 D32% Sept. 14.7. 107% 82% 
14 O Cincinnati Transit ...... 44 23 «© «16.7 93 D17 Dec. 53 4.8 1 84 
9 O Dallas Ry. & Terminal .. 12 js am | fe 1.83 D2] Dec. 53 6.6 77 71 
245 S Greyhound Corp. ....... 15 1.00 6.7 Ly =. DI0 Mar. 12.8 85 82 
26 O Los Angeles Transit .... 16 1.00 6.3 1.20 4 Dec. 53: 13.3 83 88 
30 S National City Lines ..... 24 1.40 5.8 2.35 26 Dec. ’53 10.2 60 82 
7S PHS PAUSE ccs e sas 15 30 2.0 Deficit — Dec.'°53 — — 25 
7 O Rochester Transit ....... 43 40 8.9 SY) 119 Dee: 53 79 700 — 
27 OS Lows Eisen. .2655%% 16 1.40 8.8 1.22 30 Dec. 53 13.1 115 90 
16° Dye City Ro cles 19 1.60 8.4 22) NC Dec.'53 — — 43 
25 © United Transit ..6cci060 4 — — as: 30 Dees’s3, 25:5 — 
PIVEIARES <5 555%. 8.3% 9.9 85% 
Water Companies 
Holding Companies 
32 S American Water Works. 11 $ .50 4.5% $1.03 D10 Sept. 10.7 49% 16% 
4 O New York Water Service 65 .80 ee 1.38 NC June _- 59 32 
Operating Companies 
3 O Bridgeport Hydraulic... 32 $1.60 5.0% $1.57 D3% Dec.’53 20.4 102% 53% 
11 O Calif. Water Service .... 40 2.20 Gas 2.82 6 Dec. ’54 15.3 84 29 
2 O Elizabethtown Water ... 132 5.00 3.8 6.65 D4 Dec. 53 19.8 75 — 
7 S. Hackensack Water ..... 44 2.00 4.5 375 NC Aug. 117 53 41 
4 O Jamaica Water Supply .. 38 1.80 4.7 2.82 D1 Sept. 13.5 64 22 
3 O New Haven Water ...... 59 3.00 5.1 2.50 D10 Dec.’53 — 120 58 
1 O Ohio Water Service .... 27 1.50 5.6 LS D6 Sept. 18.0 100 42 
6 O Phila. & Sub. Water .... 33 1.00(c) 3.0 2.58 NC Oct. 12.8 39 20 
2 OQ Sani Jose Water... 40 2.00 5.0 275 44 Nov. 14.5 73 — 
9 O Scranton-Springbrook ... 19 .90 4.7 1.33 14 Sept. 14.3 68 31 
3 O Southern Calif. Water .. 14 65 4.6 .84** D7 Sept. 16.7 77 — 
3 O West Va. Water Service 37 1.40 3.8 1.41 — Sept. — 99 17 
Averages ........ 4.6% 15.7 80% 





A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. D—Decrease. *Earnings are calculated on present number of shares outstanding, except as otherwise 
indicated. **On average shares outstanding. #—A 2 per cent stock dividend was also paid December 30, 
1953. (a)—Paid 4 per cent stock dividend. (b)—Paid 10 per cent stock dividend. (c)—Paid 5 per cent 
stock dividend. NC—Not comparable. E—Estimated. 
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What Others Think 


Sources of Federal, State. and Local Taxes 


HE national economic health is more 

and more affected by the status of 
state and local governmental budgets. 
State and local spending has risen in re- 
cent years to zenith levels, while income 
has not kept pace. In fact, yearly state and 
local budgetary deficits have become as op- 
erative and important in determining the 
total weight of governmental debt as the 
budget of the federal government. The 
other side of high level spending is taxa- 
tion. While federal taxes have leveled off 
to some extent in recent years, those of 
state and local governments have been 
moving steadily upward. But not fast 
enough to cover the ever-mounting de- 
mand for more state and local services and 
facilities. 

What are the causes of this accelerated 
demand for higher aggregate expendi- 
tures, asks a writer in the January 31st 
New England Letter of the First National 
Bank of Boston, and “where is the money 
coming from?” The letter analyzes the 
“Sources of Federal, State, and Local 
Tax Collections for Fiscal Year 1954” in 
an attempt to show why it thinks the cur- 
rent high level of governmental outlay is 
not to be regarded complacently. It states: 


... A combination of powerful forces 
is responsible for the current sharp up- 
turn in state and local expenditures, in- 
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cluding record high birth rates since 
1940, two decades of neglect of govern- 
ment-financed capital facilities, and a 
growing public demand for govern- 
mental services in keeping with a rising 
standard of living. 

Expenditures of state and local gov- 
ernments have soared from slightly 
over $13.1 billion in fiscal 1946 to 
around $31.7 billion in 1954, or a two 
and a half-fold gain in eight years, ac- 
cording to figures compiled by The Tax 
Foundation. During this same period, 
the debt of these two governmental 
units more than doubled to around $33 
billion, and is headed sharply upward. 


HEN state and local taxes are added 

to those of the federal government, 
the Letter adds, the total is over $90.5 bil- 
lion for the fiscal year ended June 30, 
1954, or more than 30 per cent of national 
income, as against less than 12 per cent in 
1929. Past experience has indicated that 
the critical limit of taxation is about 25 per 
cent of national income. Where, then, is the 
money coming from? The Letter states: 


. it is well to fully realize that none 
of the governmental units has any 
magic.source of income. Government 
spending comes from taxes or borrow- 
ings upon which interest must be paid. 
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In consequence, there is strong competi- 
tion for revenue among the various 
governments. The pressure for funds 
has been so great that the lower levels 
of government have been provided 
financial aid by the higher units. In the 
fiscal year 1953, the federal govern- 
ment distributed nearly $2.9 billion to 
state and local governments, while state 
aid to local governments that same year 
amounted to about $5.4 billion. 

... the current sources of tax collections 
evidence the broad range of items now 
being taxed. Personal income taxes are 
levied in thirty-one states and three 
hundred or more local units, but the 
federal government takes 96.9 per cent 
of all revenue from this source. Cor- 
porate taxes are collected in thirty-three 
states, but 96.5 per cent of the total 
comes under the federal levy. All states 
impose liquor taxes, but 83.4 per cent 
of the total goes to the United States 
Treasury. Death and gift taxes are as- 
sessed by forty-seven states, which in 
the aggregate account for 21 per cent 
of the total from this source, as against 
79 per cent by the federal government. 


N final analysis, according to the New 

England Leiter, the federal govern- 
ment collects about 75 per cent of total 
taxes, leaving only 25 per cent for state 
and local governments, as against their 66 
per cent in 1929. Taxes on personal and 
corporate income contributed about 82 per 
cent of all federal tax revenue and 63 per 
cent of the grand total taxes collected by 
the three governmental units. The major 
sources of state revenue are from motor 
vehicles and fuel, which provide 27 per 
cent of the total; the general sales tax, 
around 21 per cent; and taxes on personal 
and corporate income, about 15 per cent; 
or a total of 63 per cent from these three 


sources. 





WHAT OTHERS THINK 





With the federal government and states 
tapping practically all that the traffic will 
bear from so many different sources, the 
local governments are forced to rely heav- 
ily upon property taxes, which furnish 84 
per cent of total revenue. According to 
the New England Letter, 


... Property taxes constitute a rigid cost 
that bears down heavily on the taxpay- 
ers, particularly in time of subnormal 
business. These taxes are levied on a 
plant even though it is closed down, and 
on a home even though the owner is out 
of a job. In some cities the property tax 
is so high as to be virtually confiscatory, 
causing deterioration in values and 
hence a shrinkage in the tax base. Un- 
less the burden on property is relieved, 
many cities face bankruptcy. 


iy the analysis of the New England Let- 
ter, there are other areas where addi- 
tional tax burdens may lead to diminish- 
ing returns. In many states, taxes on coal, 
liquor, and tobacco now constitute more 
than half of the unit selling price of these 
products. Furthermore, more than 475 
taxes are assessed on the cost of materials 
and construction of a house, while even 
men’s suits are reported to be subject to 
116 different levies. On a new $2,000 car 
delivered to a resident in Michigan, there 
are taxes of $555, or 28 per cent of the 
retail selling price. On a $3,500 income, 
a family pays $1,055 in direct and indi- 
rect taxes, or 30 per cent of total income; 
on a $7,500 income 35 per cent; and on a 
$15,000 income, 41 per cent, according to 
The Tax Foundation. 

How do current taxes compare with 
current expenses? The New England 
Letter warns: 


Despite the fact that taxes have been 
imposed on the American people to the 
critical limit in relation to national in- 
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come, and that double or triple levies 
have been made upon many of the prin- 
cipal sources of revenue, aggregate 
government receipts have fallen far 
short of meeting expenditures. The 
governments, in consequence, have 
been forced to run heavily into debt. 
Total public debt—federal, state, and 
local—at the end of the last fiscal year, 
June 30, 1954, was in excess of $300 
billion or five times as much as in 1939. 
During this same period, gross national 
product increased less than fourfold. 
When debt increases at a faster pace 
than the value of all goods and services, 
the currency is diluted with consequent 
shrinkage in the purchasing power of 
the dollar, which has already shrunk 
nearly 50 per cent in the last decade and 
a half. Obviously, current govern- 





mental outlays are beyond the means of 
the American people. 


HE tax situation is serious at all gov- 

ernmental levels, the Letter con- 
cludes. Realistic action on a broad basis 
is called for. The obvious steps to be 
taken are to eliminate the billions of dol- 
lars of waste and extravagance, tailor ex- 
penditures to income capacity, and allo- 
cate funds equitably among the various 
governmental units based upon relative 
necessity. 

Above all, strenuous efforts must 
be made to bridge the gap between 
outgo and income. The time has come 
when hard choices must be made on the 
spending of taxpayers’ money for govern- 
mental services and facilities, as all rev- 
enues come from a common pool. 





Southwestern Legal Conference on Oil and Gas 


‘i legal implications of the Phillips 
Case have been attracting interest 
from lawyers in the Southwest. Over 600 
lawyers, tax experts, oil and gas company 
officials attended the January session of 
the sixth annual Institute on Oil and Gas 
and Taxation sponsored by the Southwest- 
ern Legal Foundation in the Legal Center 
at Southern Methodist University. Two 
speakers, in particular, Justin R. Wolf, 
president of the Federal Power Bar As- 
sociation, and Ernest O. Thompson, chair- 
man of the Texas Railroad Commission, 
dwelt at length on the subject of rate reg- 
ulation of independent gas producers. 
Complete reports will be available in pub- 
lished form later on, but it is still possible 
to give a partial account of these talks. 
Wolf said he hopes Congress will pass 
legislation this year to free independent 
gas producers from regulation by the 
Federal Power Commission. “The very 
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weight of regulation can adversely affect 
the finding and production of natural gas.” 
Noting that this would quickly put con- 
sumers at the end of interstate pipelines 
in short supply, he went on to analyze the 
enormous problems with which independ- 
ent producers, lawyers, and the FPC are 
having to deal as a result of the decision 
of the United States Supreme Court. 
General Thompson, dean of southwest- 
ern regulatory commissioners, said that 
Congress should pass a law “reiterating 
and clarifying its original intent” in the 
Natural Gas Act not to subject natural gas 
production, processing, and gathering to 
federal regulation. Unfortunately, the 
passage of such a law will be difficult to 
obtain. “The forces advocating nationali- 
zation rejoice” over the Supreme Court’s 
decision and “will do everything in their 
power to defeat clarifying legislation.” On 
the other hand, a “review of the legisla- 
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WHAT OTHERS THINK 


tive history of the Natural Gas Act re- 
flects intention to exempt producers and 
gatherers from federal regulation and not 
to interfere with the conservation powers 
of the states. The Federal Power Com- 
mission itself declined jurisdiction over 
producers and gatherers in early cases. 


7 i ‘HE General summed up his “‘conserva- 
tion of resources” argument against 
federal regulation in two points: (1) The 


FPC authority to fix the prices of inde- 
pendent producers will seriously interfere 
with the authority of state conservation 
agencies, if not nullify such authority ; and 
(2) depressed prices caused by federal reg- 
ulation will hinder the states in their efforts 
to prevent waste of casinghead gas. And, 
the General declared, “I firmly hope and 
trust that (legislative) action, like the 
restoration of the tidelands, will be a land- 
mark in our return to the Constitution.” 





New International Financing Projects 


r an article in Le Figaro of December 
3rd, it is pointed out that the growing 
need for electric power is creating prob- 
lems in certain European countries, espe- 
cially in those which have little or no coal 
resources. There are three countries in 
particular whose possibilities as suppliers 
of electric power have not yet been fully 
exploited—Norway, Austria, and Yugo- 
slavia. But these countries cannot afford 
to shoulder the enormous burden of 
financing the construction of hydro- 
electric dams. 

The crux of the problem is that the 
countries having the potential power have 
not the money to exploit it, whereas oth- 
ers are prepared to invest capital so as to 
obtain power and raw materials and to be 
in a better position to fulfill orders. The 
demand for electricity is so heavy that 
countries are now prepared to pay for it in 
advance even if they have to wait several 
years until it is delivered. Negotiations 
have already been held with a view to in- 
corporating the three above-mentioned 
countries in an Economic Council for Eu- 
rope scheme. 

In the case of Yugoslavia, an interna- 
tional company has already been founded 
(Yougelxport), backed by German, Ital- 
ian, and Austrian capital. This company, 
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whose headquarters will probably not be 
situated in Yugoslavia, would not obtain 
any “concessions” in the usual sense of the 
word; it would merely act as the financing 
organ of a Yugoslav company, whose 
task it would be to construct and service 
hydroelectric installations. It is likely 
that the international company will issue 
securities on the international capital 
market. 

The article comments that at first sight 
this scheme does not appear very reassur- 
ing from the point of view of the prospec- 
tive investor, who might well be fright- 
ened away by fears of nationalization, etc. 
But the authors of the project have tried 
to overcome this problem. The fact that 
the scheme does not involve the granting 
of concessions to foreigners lessens the 
risk of nationalization. Moreover, there 
will be no question of agreements being 
made between private individuals, but only 
of treaties between the actual govern- 
ments themselves. The international com- 
pany would obtain long-term contracts 
guaranteeing the supply of goods in kind, 
thus excluding any possibility that meas- 
ures might be taken to protect a country’s 
balance of payments position. Finally, 
says the paper, the International Bank for 
Reconstruction and Development is at 
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present considering the possibility of guar- 
anteeing loans under this scheme. 

It is also thought that the organizations 
in question may become directly subject to 
special international law under the juris- 
diction of the Hague court. The type of 
company already outlined would probably, 
says the article, be employed in connec- 
tion with other investment schemes; ¢.g., 
for the work which it is proposed to under- 
take in Norway so as to supply Denmark 
with electricity. In Austria an interna- 
tional company (Interalpes), in which 
French, Italian, and Austrian interests are 


represented, is studying a plan for the sup- 
ply of electricity from Austria. The elec- 
tricity destined for France would pass via 
Switzerland. 


bee article ends by pointing out that, as 
international co-operation develops, 
investors are being called upon to under- 
take greater commitments and to sink their 
capital in more extensive undertakings. 
Such prospects are most encouraging, but 
everything depends on the investor’s re- 
ceiving genuine and safe guaranties for 
his capital. 





TVA Head Sees Need for Public and Private Power 


HE chairman of the Tennessee Valley 

Authority has suggested that it is time 
to end the “great national debate” on the 
question of public versus private power. 
Brigadier General Herbert D. Vogel told 
a Nashville Chamber of Commerce meet- 
ing that protagonists in the debate should 
end their controversy by accepting the fact 
that both are existing and integral parts 
of our national economy. “Both are the 
product of our ingenious people who know 
how to take matters into their own hands, 
by their own devices, when the need 
arises,” Vogel said. “Both have con- 
tributed immensely to the achievement of 
an economical power system in the nation. 
Both play their part in the democratic 
tradition of checks and balances. By keep- 
ing each whole and strong the public is 
provided with a means for measuring the 
effectiveness of both. This is a step in the 
control of monopoly; for the generation, 
transmission, and distribution of electric 
power is monopolistic in each service area, 
no matter who owns the facilities—private 
capital or a government corporation. It is 
a healthy thing that competition is keen 
between the spheres of interest.” 
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Vogel said there is business enough for 
all producers of electrical energy. The de- 
mand for electricity for every conceivable 
use, from pumping water to the manufac- 
ture of atomic energy, is growing by leaps 
and bounds. To meet it, the nation must 
exercise its resourcefulness in devising the 
most effective and efficient use of the 
energy sources at its command. “I doubt 
that any of us live to see the day when our 
capacity to produce electric power will ex- 
ceed greatly the ability of our national 
economy and national defense to use it,” 
the TVA chairman stated. “In another 
decade, perhaps a little longer, power from 
atomic energy can be expected to become 
economical enough to compete with some 
of our present commercial systems. The 
attrition of obsolescence will then begin to 
set in on our present steam-generating sta- 
tions.” 


HE power demands of the TVA area 

are being swelled to gargantuan pro- 
portions by the voracious appetite of the 
defense agencies TVA must serve, Vogel 
told the chamber meeting. TVA takes a 
serious view of that responsibility. 
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The March of 
Events 


Dixon-Yates Foes Ask SEC 
Rehearing 
neg of the Dixon-Yates private 

power contract charged the Securi- 
ties and Exchange Commission recently 
with “excessively restrictive rulings.” 
They asked for a new hearing, the usual 
preliminary to a court appeal. The SEC 
early last month approved, 4 to 1, a stock 
issue proposed by Dixon-Yates. This was 
in connection with construction of a pri- 
vate steam plant to feed energy into the 
Tennessee Valley Authority. 


Se ST 


Representatives Chet Holifield of Cali- 
fornia and Melvin Price of Illinois, Demo- 
crats, called on the Atomic Energy Com- 
mission to cancel the controversial con- 
tract. They said the AEC should get on 
with its main mission of developing 
atomic energy for defense and peacetime 
uses. Senator William Langer (Republi- 
can, North Dakota) made public a letter 
from the state auditor of Montana, urging 
insurance commissioners in his area to 
look into the investment of insurance com- 
pany funds in the Dixon-Yates contract. 


» 
Arkansas 
Gas Rate Boost Appealed commission erred in allowing a 6 per cent 
N annual rate increase of $2,269,240 profit on the company’s rate base when the 
won recently by the Arkansas testimony in the rate hearing was that the 
Louisiana Gas Company was appealed industrial risk was greater than the resi- 
early last month to Pulaski county circuit dential risk ; the commission did not com- 
court by Little Rock City Attorney O. D. ply with state law by not investigating a 
Longstreth, Jr. proposal Longstreth made which would 
The suit was filed against the utility have shifted the burden of the rate in- 
company, the state public service commis- crease to industrial consumers. 
sion, and Reynolds Metals Company. 
The main charges against the commis- ° ° 
sion order listed in the suit included the Co — — to Build 
following: (1) The commission discrimi- ant 
nated against residential gas consumers by ee of a $10,558,000 steam- 
placing higher rates on them; (2) the generating plant at Ozark by three 
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northwest Arkansas rural electric co- 
operatives, which have united to form the 
Arkansas Electric Co-operative Associa- 
tion, was authorized by a bill passed by 
both the house and senate of the state 
legislature last month. 

Passage of the measure, which author- 
ized a construction program previously 
opposed by public utility companies, re- 
sulted from a compromise agreement be- 
tween public and private power forces. 
The compromise involved disposition of 
surplus power from the Ozark plant, and 
provided that any surplus power sold to 
the Southwestern Power Administration 
could be resold only to SPA’s preferred 
customers—the federal government, co- 
operatives, and municipalities. The 
amendment also provided that any power 
sold to any other agency could be used 
only in that agency’s own service terri- 


tory. 


House Passes Rate Curb Bill 


bees state house of representatives last 
month passed a bill which, if it be- 
comes law, would prevent a utility from 
raising rates until the increase had been 
considered by the state public service 
commission. 

A 1937 law permits a utility to put a 
rate increase into immediate effect, by pe- 
titioning the commission and posting bond 
to cover refunds to customers if the re- 
quest is denied. 

The pending bill would let the commis- 
sion grant a rate increase in thirty days if 
no protest is received, and would require 
it to begin hearings in sixty days after 
filing of the petition for an increase. If 
the commission approved the increase but 
a protesting customer then appealed, the 
utility could put the increase into effect 
under bond as at present. 


& 
Georgia 


Power Company Study OK’d 


ee of a resolution creating a com- 
mittee to evaluate properties of the 
Georgia Power & Light Company was 
recommended recently by the house state 
of republic committee. 

The author of the resolution said the 
company’s power rates in south Georgia 
are 25 to 30 per cent higher than Georgia 
Power Company rates in other sections of 
the state. He said the company has man- 


» 


aged to charge excessive rates because its 
property evaluation has not been as high 
as it should be. 

Georgia Power & Light is a subsidiary 
of a Florida power company and operates 
only in south Georgia. 

The study committee, which would be 
composed of three members of the house 
and two senators, would be empowered to 
hire an engineering firm to evaluate the 
company’s property. 


Nebraska 


Producers to Fight Bill 


— Nebraska independent oil 
producers have started an organiza- 
tion seeking to block passage of a bill 
which would permit the limiting of oil and 
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gas production in the state, it was reported 
recently. 

The bill, LB 34, would create a com- 
mission headed by the state geologist as 
director of oil and gas conservation. 
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The oil producers, contending this 
measure would give the commission pow- 
er to limit production and sale of oil and 


New 


Counties Get Natural Gas 
Service 
HE state public utilities commission 
recently granted permission to Pub- 
lic Service Electric & Gas Company to 
serve natural gas in place of the present 
mixed gas during 1955 in restricted areas 


ad 


gas, are seeking to unite all independent 
oil and gas producers in their organization 
to be called the Independent Oil Producers. 


Jersey 


in Bergen, Passaic, Morris, and Camden 
counties. The order became effective im- 
mediately. 

The decision said that the service of nat- 
ural gas, where it can be made available in 
adequate supply, will tend to hold down 
future plant investment. 


» 
Rhode Island 


Senate Passes Utility Bills 


_ dissent, the state senate re- 
cently passed two administration 
bills dealing with public utilities. It com- 
pleted action on a measure requiring pub- 
lic utilities and common carriers to pay 
45 per cent of the cost of operating the 
public utility administrator’s office, ex- 
cepting those public utilities grossing less 
than $5,000 annually in intrastate opera- 
tions. 
It returned to the house for concurrence 


in an amendment, a bill requiring public 
utilities when planning major capital im- 
provements to give notice to the public 
utility administrator’s office. As passed by 
the house, the measure would have re- 
quired notice of plans for all capital im- 
provements. The senate corporations com- 
mittee incorporated an amendment so that 
the administrator would have to be noti- 
fied only of contemplated extensions, al- 
terations, or additions of plant estimated 
in excess of 3 per cent of the total gross 
value of existing plant. 


Washington 


Bill to Curb PUD Expansion 


| vapemsrsigiaone to curb public utility dis- 
trict expansion was introduced in the 
state senate last month. The measure was 
aimed at offsetting bills introduced in the 
house by public power advocates to limit 
the authority of the state power commis- 
sion. 


The senate bill would prevent public 
utility districts from condemning generat- 
ing facilities unless they also obtain dis- 
tribution lines with an annual peak load 


283 


more than 80 per cent of the generating 
plants’ rated capacity. 

The purpose of the bill was said to be 
to “prevent one segment of the public 
from being deprived of a power supply 
for the benefit of some other group.” 

Senator Henry Copeland said a private 
utility that is building plants to fulfill its 
public service responsibility “should not 
be forced to live in constant hazard that 
these plants may be taken from it arbi- 
trarily for the advantage of some public 
utility district.” 
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Progress of Regulation 


Accounting Procedure Established for Declining 
Balance Depreciation 


HE Indiana commission established 

the procedures to be followed by elec- 
tric utilities desiring to make use of ad- 
vantageous depreciation procedures au- 
thorized by § 167 of the Internal Revenue 
Code of 1954. The new tax law permits 
the companies to use the declining balance 
method of depreciating their facilities, the 
sum of the digits method, or any other 
procedure consistant with the declining 
balance method. 


Comparison with Defense Facilities 


The commission noted that the effect of 
these methods of depreciation was some- 
what similar to the accelerated amortiza- 
tion of defense facilities previously per- 
mitted under § 124A of the Internal Reve- 
nue Code. In an earlier decision (Re 
Indianapolis Power & Light Co. (1953) 
2 PUR3d 437) the commission had estab- 
lished accounting procedures regarding the 
tax deferrals resulting from the fast write- 
off of defense facilities. 


Procedures Established 


The commission directed the companies 
to use the following procedures regarding 
accelerated depreciation under the new act: 
(a) To account on the books for that por- 
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tion of properties which were the subject 
of accelerated depreciation pursuant to the 
election in the same manner as other prop- 
erties, and to accrue depreciation therefor 
at rates consistent with rates for like prop- 
erty not subject to accelerated deprecia- 
tion; (b) during those years of the service 
life of any properties which are the sub- 
ject of accelerated depreciation, in which 
a deferral of federal taxes on income re- 
sults from the use of the accelerated de- 
preciation, to charge and to credit to 
appropriate accounts amounts in total for 
each year equal to such deferral of taxes; 
(c) commencing with the year in which 
the deduction of depreciation for federal 
tax purposes in respect of any of its prop- 
erties subject to accelerated depreciation 
is less than the deduction otherwise would 
have been if depreciation on such proper- 
ties had been computed at normal rates, 
and continuing until the account in which 
the deferred taxes applicable to such prop- 
erties were exhausted, or such properties 
were retired from service, to charge and 
credit to appropriate accounts amounts in 
total for each year equal to the increase 
in federal taxes on income resulting from 
the lower federal tax depreciation deduc- 
tion. Re Indiana & Michigan Electric Co. 
etal. Cause No. 25842, December 23, 1954. 
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FPC Lacks Jurisdiction over Direct Natural Gas 
Sales for Consumptive Use 


o he: United States court of appeals 
affirmed a Federal Power Commis- 
sion decision that it lacked jurisdiction 
over a direct sale of natural gas to a 
municipality for use in its power plant. 
This ruling was made against the back- 
ground of interpretation by the courts to 
the effect that direct sales of natural gas 
for consumptive use are beyond the scope 
of the Natural Gas Act. The court could 
not say that the commission’s findings and 
conclusions lacked a reasonable basis in 
law and the support of substantial evidence 
of record. Consequently, they were conclu- 
sive upon the court. 

The company and the municipality had 
done business for several years under con- 
tracts governing the sale of gas to be used 
in the municipal power plant for boiler fuel 
purposes. Eventually the contracts were 
canceled by the city. Resale rate schedules 
specifically excluded gas used for indus- 
trial purposes. 

Instead of running a separate tap line 
to the municipal power plant to deliver the 
gas to be consumed there, the city and the 
pipeline company agreed that gas, whether 
for resale or for use in the production of 
power, was to be delivered at the town- 
border station. But the city executed a 
separate contract for the purchase of 
power plant gas whereby the city could 
provide a metering and regulating station 
site at the power plant, where all power 
plant gas was separately measured as used. 

The issue was complicated by the fact 
that gas was commingled although to be 
used partly for power plant purposes and 
partly for resale to ultimate consumers. 
The commission had held that the entire 
course of dealings clearly permitted it to 
find the existence of separate rates, 
separate billings, separate negotiations, 
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separate contracts, separate allocation of 
gas, and effective separate measurement 
facilities. 

The court held that the commission cor- 
rectly concluded that when the city can- 
celed its contract for power plant gas, it 
put itself in the position of having no con- 
tract for, and no right to, power plant gas 
and that the commission was unable to 
write a new contract for the parties. 


Dissenting Opinion 


Circuit Judge Fahy, in a dissenting 
opinion, agreed with the dissent of former 
Commission Chairman Buchanan. He be- 
lieved the commission had jurisdiction to 
take up the questions and decide them on 
the theory that the gas used by the city as 
fuel in the generating plant was not sold 
directly to the city for that use but was part 
of a larger quantity nominated by the city 
for resale. Although not always needed for 
resale, because at particular times the city’s 
firm customers did not require all of it for 
their own purposes, its resale character was 
acquired when it was delivered at the town- 
border stations, according to Judge Fahy. 
He felt there was not merely a com- 
mingling of gas itself but also a com- 
mingling of the price. 

Judge Fahy concluded that use of some 
of this gas on an interruptible basis, when 
not needed by the city’s firm customers for 
fueling the generating plant, did not retro- 
actively oust the jurisdiction which at- 
tached to the larger volume of which that 
so used was a part. In conclusion Judge 
Fahy said : 

Where the gas involved in the juris- 
dictional issue is within the volume pur- 
chased by the city at wholesale in inter- 
state commerce, at a rate related to that 
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volume, with a right to resell any or all 
of it, that is, when the portion used in 
the generating plant and not resold does 
not bring the total quantity received by 
the city above that which is thus avail- 
able for resale, I think the commission 
has jurisdiction of the terms and rates 
which should apply. A provision in the 
rate schedule that the rates therein set 
forth shall not apply to gas used by the 
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city for industrial purposes does not 
preclude the commission from taking 
jurisdiction to consider what rate should 
apply, when the gas used for industrial 
purposes is within that for which the 
city is required to pay on a resale basis. 


City of Hastings v. Federal Power Com- 
mission et al. December 16, 1954, affirming 
City of Hastings v. Kansas-Nebraska Nat. 
Gas Co. (1953) 98 PUR NS 1. 


Certificate to Engage in Intercoastal Trade Upheld 


HE United States district court re- 

versed a restraining order that had 
been issued by a lower court and dismissed 
a steamship company’s action to enjoin an 
Interstate Commerce Commission order 
which had granted a carrier a certificate 
to engage in intercoastal trade. 

The commission order was attacked by 
the company because of its failure affirma- 
tively to pass on certain issues the steam- 
ship company claimed were properly be- 
fore it. It was urged that the order should 
be remanded to the commission because 
it did not deal with the problems of na- 
tional defense, unfair competition, and 
possible detrimental effect on existing car- 
riers. The court held that the Interstate 
Commerce Commission was not required 
to make detailed findings of fact except in 
a case where damages are involved. The 
commission, pointed out the court, al- 
though using the national transportation 
policy as a guide in all its decisions, was 
not required to discuss each consideration 
expressed in the policy in every decision. 
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Nor was an affirmative discussion of na- 
tional defense necessary to validate the 
order. 

The fact that the revenues of existing 
carriers would decrease and the grant of 
the certificate would result in a sharing of 
existing tonnage would not defeat the ap- 
plication. The proposed service was found 
to serve the needs of the public and the 
transportation system. The court also was 
of the opinion that the commission had 
considered the question of unfair competi- 
tion and since there was a rational basis 
for the commission’s conclusions, the 
judicial function had been exhausted. 

The certificate, which allowed a carrier, 
as part of its round-the-world trade, to en- 
gage in east-bound intercoastal trade, did 
not conflict with another commission order 
denying the same service to a second car- 
rier. There was no need for west-bound 
service and the second carrier could not 
profitably carry on east-bound trade alone. 
Luckenbach Steamship Co. v. United 
States, 122 F Supp 824. 


Rejection of Manual and Adoption of Commission-made 
Separations Formula Results in Reversal of Order 


HE Idaho supreme court reversed a 
commission order denying a telephone 
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rate increase principally because of errors 
in the separations method used by the com- 
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mission, the hypothetical debt ratio, and 
in the treatment of working capital and 
plant under construction. The court 
remanded the matter and directed the 
commission to conduct further proceed- 
ings pursuant to the court’s opinion. 


Separations Methods 


The company had used the Charleston 
modification of the Separations Manual 
for apportioning plant, revenues, and ex- 
penses between interstate and intrastate 
operations. The commission rejected the 
Separations Manual and “made all separa- 
tions by allocating to intrastate 75.21 per 
cent derived from the peak interstate tolls 
in August, 1952, of $119,615—less than 
the percentage arrived at by the method ad- 
vocated by appellant and the differences 
emanating therefrom being reflected in all 
factors.” In this way the commission ar- 
rived at a lower value for that part of the 
system devoted to Idaho service. Compar- 
ing this value with gross revenues and ex- 
penses, the commission determined that the 
return being earned under present rates 
was adequate. 

The percentage arrived at by the com- 
mission was derived only from an inter- 
state peak but applied to the base value of 
property used in intrastate (exchange and 
tolls) and intrastate expenses and reve- 
nues and concomitant factors. Since this 
percentage was the sole basis of all separa- 
tions, the commission order had to be re- 
versed. 

The court was careful to point out that 
it was not holding that the Separations 
Manual had to be used because it was ap- 
parently sanctioned and used by many 
states and the Federal Communications 
Commission. On the other hand, the con- 
tention of the commission that its use of 
the manual would amount to a surrender 
of jurisdiction to the federal commission 
was summarily dismissed as follows: 
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This does not follow ipso facto and 
is not a valid reason to sustain an in- 
correct method. State and _ federal 
regulatory authorities agreeing upon a 
unified plan of separation does not mean 
that either has given way to the other, 
but merely recognizing the intricacies of 
the problem, have co-operated so that 
correct reciprocal allocations result. 


Plant under Construction 


The court ruled that the commission had 
correctly included materials and supplies 
in the rate base. These are continuing 
items and should be included unless the 
prices paid for them are unreasonable. The 
rule laid down by the court in regard to 
plant under construction has been ap- 
proved in most jurisdictions. The court 
said that if plant under construction is not 
included in the rate base, interest should 
be allowed on this property. If interest is 
capitalized, this plant should be excluded. 

The commission’s views on the timeli- 
ness of some of the company’s expansion 
plans and the fact that extensions to re- 
mote places in times of high prices had 
placed an unfair burden on old subscrib- 
ers were not accepted by the court. How 
long, the court asked, must the company 
wait for prices to level off or go down? 
How long must new areas wait for service 
before they will be considered justifiable 
risks? 


Hypothetical Debt Ratio 


Finally, the court refused to accept the 
commission’s hypothetical debt ratio. The 
company’s actual ratio was 30 per cent debt 
and 70 per cent equity. The commission 
used a 45-to-55 ratio of debt to equity in 
its computation of the company’s return 
requirements. The court considered that 
this proportion was too much debt and 
ruled that return requirements should be 
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based on a debt-to-equity ratio no higher & Teleg. Co. No. 8194, December 22, 





than 40-60. Re Mountain States Teleph. 


= 


1954. 


Higher Returns to Offset Unrealistic Cost Basis 


5 pera company was authorized by 
the California commission to increase 
its rates upon a showing that increased 
costs and decreased patronage had sub- 
stantially reduced revenues. The rate in- 
crease would produce a return of 13.8 per 
cent on the depreciated book cost of the 
company’s properties. The commission ex- 
plained the high return as follows: 


The seemingly high rate of return re- 
sults from the fact that the depreciated 
rate base on which it is calculated now 
amounts to only 28.8 per cent of the 
original book cost of the properties de- 
voted to the service. The record shows, 
however, that the operating equipment 
is in good condition and rendering satis- 
factory service. In the judgment and 
opinion of the commission, the rate of 
return resulting from the use of a rate 
base comprised mainly of substantially 
depreciated book cost of applicant’s 
properties is unrealistic and distorted 
because of the fact that such cost does 
not reasonably represent the reasonable 
use value of the equipment. It is our 
opinion that if such value were pro- 


= 


vided for in the rate base the rate of 
return in the test year would approxi- 
mate 9.7 per cent under the increased 
fares authorized herein. The commis- 
sion is of the opinion and finds that this 
latter rate of return more appropriately 
indicates the actual situation existing 
than is portrayed by the rate of return 
calculated merely upon the depreciated 
book costs and that the operating results 
under the increased fares authorized are 
reasonable under the circumstances in- 
volved in this proceeding. 


Noting that one of the significant con- 
ditions disclosed in the proceeding had 
been the decline in patronage, the commis- 
sion did not think that continual advances 
in fares provided a reliable solution to the 
company’s revenue needs. A proposal by 
the company to undertake a business pro- 
motion plan to stem the loss of patronage 
and attract additional traffic was found to 
be in the public interest. There was in- 
cluded $6,000 as an expense allowance to 
finance the plan. Re San Jose City Lines, 
Inc. Decision No. 50745, Application No. 
35264, November 4, 1954. 


Motor Carrier Certificate Revoked for Overloading 


7 Ohio commission found that a 
contract motor carrier had disre- 
garded state laws and commission regula- 
tions governing weight limitations upon 
the highways. The persistence and regu- 
larity with which violations occurred indi- 
cated that the practice of overloading was 
part of a regular method of operation by 
the company. The carrier was determined 
to have had full knowledge of the viola- 
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tions since it followed the practice of bill- 
ing shippers on the basis of shipping or- 
ders which disclosed the overloads. 

The commission could find no mitigat- 
ing circumstances to support a conclusion 
that there was mere carelessness or negli- 
gence. 

The fact that the carrier had not been 
convicted of any violations of Ohio weight 
laws did not matter. A conviction is not 
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a condition precedent to the taking of dis- 
ciplinary action, said the commission, 
where numerous violations of the statute 
have occurred. 

The commission, while acknowledging 
that the accident record of the carrier ap- 
peared to be good, at least by the standards 
commonly accepted by insurance compa- 
nies, did not believe that a company which 
so recklessly and regularly disregarded 
the weight limits was carrying on a sound 
business operation or was a company of 
which it could be said that its over-all op- 
erating record was good. The commission 
said: 

Flagrant violations of law upon the 
part of licensed carriers are a matter of 
grave concern to this commission which 
is charged by statute with broad respon- 
sibilities for the regulation of the trans- 
portation industry in this state. When 
the commission discovers, either from 
its own investigation as in this case or 
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from arrest reports filed with it by the 
Highway Patrol or from other sources, 
that a carrier licensed by it is regularly 
violating the highway laws or the rules 
of this commission, it then becomes the 
clear duty of the commission to take 
proper disciplinary action against such 
licensee. Certainly, the legislature in 
providing that certificates or permits 
could be revoked or suspended for 
“good cause” must have had in mind 
such cases and must have intended that 
the commission should have the authori- 
ty to invoke such powers under proper 
circumstances. 


Dissenting Opinion 


Commissioner Martin agreed that op- 
erations had been conducted in disregard 
of the law, but thought a 60-day suspen- 
sion and a year’s probation would properly 
discipline the carrier. Re Ohio Transport, 
Inc. No. 24,300, October 1, 1954. 


Other Important Rulings 


Admunistrative Expense. The Missouri 
commission found that administrative and 
general expenses of a water company, 
amounting to approximately 43.6 per cent 
of total operating expenses exclusive of 
depreciation and taxes, were inordinately 
high when compared to either gross reve- 
nues or total expenses. Re Warrensburg & 
Pertle Springs Waterworks Co. Case No. 
12,856, December 20, 1954. 


Contract Carrier Competition. The 
Colorado commission authorized a con- 
tract carrier service over the opposition of 
several common carriers, notwithstanding 
a showing by the common carriers that the 
new service would cause them a financial 
loss, where the applicant showed that ship- 
pers in the area would receive inherent 
advantages of consequence from the new 
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service and where the common carriers did 
not prove that the efficiency of their serv- 
ice would be impaired by the existence of 
contract carrier competition in the area. 
Re Motor Express Rentals Corp. Applica- 
tion Nos. 12998-PP-Extension, 13009- 
PP-Extension, 13018-PP-Extension, De- 
cember 10, 1954. 


Suspension of Reduced Rates Upheld. 
The Tennessee court of appeals refused to 
upset a commission order suspending re- 
duced petroleum rates issued by a railroad 
in an effort to recapture business from 
motor carriers where the order, which 
fixed identical rates for railroads and 
motor carriers, was supported by a pre- 
ponderance of evidence. Gulf, M. & O. R. 
Co. v. Tennessee R. & Pub. Utilities Com- 
mission, 271 SW2d 23. 
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Conversion Expense. A gas company 
was permitted by the New York commis- 
sion to amortize the expense of convert- 
ing customers’ appliances on a company- 
wide basis over a period of eight years, 
during which period the company would 
be progressively changing the character of 
gas from manufactured gas to mixed gas. 
Re Republic Light, Heat & Power Co. 
Case 16524, December 20, 1954. 


Freight Rate Order Upheld. The United 
States district court refused to set aside 
an order of the Interstate Commerce Com- 
mission requiring rail carriers to establish 
higher intrastate freight rates than those 
authorized by the state commission where 
such order was in the commission’s statu- 


tory authority and was supported by sub- 
stantial evidence. Louisiana Pub. Service 
Commission v. United States, 125 F Supp 
180. 


Through Rates on Plywood. Shipments 
of plywood F.O.B. cars at transit station 
and from transit station to destination on 
government bills of lading are entitled to 
transit benefits, held the United States 
court of claims, under a railroad tariff 
providing that carload shipments of lum- 
ber might be shipped to certain points 
called transit stations and thereafter to 
further destination at through rates appli- 
cable from point of origin to destination. 
Pennsylvania R. Co. v. United States, 125 
F Supp 233. 
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RE COKEVILLE RADIO & ELECTRIC CO. 


WYOMING PUBLIC SERVICE COMMISSION 


Re Cokeville Radio & Electric Company 


Docket No. 9267 
November 29, 1954 


PPLICATION for authority to construct and operate a com- 
munity antenna television system; granted. 


Commissions, § 17 — Jurisdiction — Statutory limitations. 
1. The commission has no inherent powers but is a creature of the legis- 
lature whose jurisdiction is limited to the regulation and supervision of 
the affairs of persons or entities whose operations or functions are intra- 
state in character and affected with a public interest, p. 133. 


Public utilities, § 105.1 — Community antenna television system. 
2. A community antenna television system is an intrastate public utility 
subject to the jurisdiction of the state commission, p. 133. 


Radio and television, § 7 — Community antenna television — Public necessity. 
3. Public necessity was held to require the construction and operation 
of a community antenna television system where the system would improve 
living standards in a community isolated from ordinary television reception 
and would provide its users with a highly desirable and useful public 
service akin to the convenience of other public utility service and con- 
sistent with their comfort, education, and welfare, p. 135. 


Radio and television, § 7 — Community antenna television system — Customer 
contributions in atd of construction. 
4. Authority to construct a community antenna television system largely 
with customer contributions was granted, where the users were willing 
to contribute toward the construction of the system, where the company 
was financially unable to construct it. and where public interest required it, 
p. 136. 


Service, § 190 — Refund of customer contributions — Television system — Con- 
nection charges. 
5. A company which has accepted customer contributions in aid of con- 
struction of a community antenna television system as connection charges 
should not, upon finding that the cost of the system is less than the amount 
of the subscriber contributions, treat the surplus as income but should 
refund it pro rata to the subscribers, p. 136. 


Service, § 190 — Customer contributions — Refund — Indemnity bond. 
6. A community antenna television company which has built its system 
largely with customer contributions in aid of construction should file 
with the commission a surety bond in favor of the state for the benefit 
of all users of the system, subject to the condition that the company will 
use such contributions solely for the purpose of constructing and installing 
the system, and that it will refund pro rata to subscribers all such funds 
collected by it in excess of the actual cost of the completed system, p. 136. 
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Accounting, § 19 — Capital amortization — Property constructed with customer 
contributions. 

7. Customer contributions in aid of construction of a community antenna 
television system should be amortized out of the company’s earnings in 
accordance with prescribed accounting procedure, and the amount of such 
amortization should not be used by the company except for the construction 
of new plant or the replacement of original plant unless otherwise ordered 
by the commission, p. 139. 


Accounting, § 19 — Customer contributions — Depreciation. 

8. Contributions in aid of construction may properly be handled by charging 
all new construction to the appropriate property account without reference 
to the source of the funds; then computing annual depreciation, in the first 
instance, against all property in service, including contributed property, and 
offsetting the depreciation computed against contributed property by amor- 
tizing to depreciation reserve (over a period approximately equivalent to 
the estimated service life of the property constructed out of contributions ) 
the amount of each year’s contributions credited in that year to the contri- 
butions account; and then deducting the total amount of the amortization 
in each calendar year from the computed amount of annual depreciation 
for that year, so as to make the balance the charge to operating expenses 
for depreciation; after which all retirements of property would then be 
charged to depreciation reserve, p. 139. 


Return, § 11 — Net investment basis. 
Statement that in fixing rates, the Wyoming commission has followed gen- 
erally the net investment rate theory, p. 138. 


Valuation, § 250 — Rate base determination — Customer contributions in aid of 
construction. 
Statement that when the commission considers what is a proper rate base 
for a community antenna television system constructed largely with customer 
contributions, it will exclude such contributions, p. 139. 


Depreciation, § 16 — Effect of customer contributions in aid of construction. 
Statement that the commission, in fixing rates for a community antenna 
television system constructed largely with customer contributions, will not 
permit the company to compute depreciation against such properties and 
charge the amount thereof to its users as an item of operating expense, 
since the company should not be allowed to recover depreciation accruals 
on plant in which it has no investment, p. 139. 


- 








APPEARANCES: Ralph L. Langford 
and H. L. Carraway, co-partners, 
Cokeville, appearing for themselves 
and for applicant partnership; no 
other appearances. 


By the Commission: Pursuant to 
notice duly given in accordance with 
the provisions of Rule 10 of the Com- 
mission’s Rules of Practice, this mat- 


ter was heard by the commission en 
banc in its hearing room, Supreme 
Court and State Library building, 
Cheyenne, Wyoming, on July 12, 
1954. The appearances entered of 
record at said hearing are set forth 
above. 

Cokeville Radio & Electric Co. 
(hereinafter called the ‘“company”’) is 
a partnership composed of Ralph L. 
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Langford and H. L. Carraway. Both 
of said co-partners are skilled radio 
and television technicians. They re- 
side at Cokeville, Wyoming, where 
they operate a radio, television, and 
electric appliance sales and service 
business under said partnership name. 

Cokeville is an incorporated town 
in Lincoln county, Wyoming, having 
a population of approximately 450 
people, according to the last federal 
census. For television reception, the 
town is situated geographically in a 
so-called “blind pocket’’ or “shadowed 
area,” i.e., it is surrounded by moun- 
tainous terrain and its inhabitants 
being thus so shielded are unable to 
receive satisfactory television signals 
originating at distant television broad- 
casting stations through the use of 
ordinary household television anten- 
nas, even though they may be located 
within the contours of good reception 
therefrom. 

The company, by its application 
filed herein on June 14, 1954, pur- 
suant to Rule 9 of said rules, seeks 
a certificate of public convenience and 
necessity under § 64-304, Wyoming 
Compiled Statutes, 1945, authorizing 
it to construct, operate, and maintain 
a community antenna television sys- 
tem within said municipality and the 
suburban fringe area surrounding the 
same for the purpose of furnishing 
community antenna television service 
to the public therein, at tariff rates 
and other charges and under service 
rules and regulations proposed there- 
by. 

Section 64-304, Wyoming Com- 
piled Statutes, 1945, provides in part 
as follows: 

“No public utility shall henceforth 
begin the construction of a line, plant, 


or system, or of any extension of 
such line, plant, or system, without 
having first obtained from the com- 
mission, a certificate that the present 
or future public convenience and neces- 
sity require or will require such con- 
struction; . . . 

“No public utility shall henceforth 
exercise any right or privilege or ob- 
tain a franchise or permit to exer- 
cise such right or privilege from a 
municipality or county, without hav- 
ing first obtained from the commis- 
sion a certificate that public conven- 
ience and necessity require the exer- 
cise of such right and privilege; . 

“. . The commission shall have 
power, after hearing involving the 
financial ability and good faith of the 
applicant and the necessity of addi- 
tional service in the community, to 
issue said certificate, as prayed for, or 
to refuse to issue the same, or to 
issue to it for the construction of a 
portion only of the contemplated line, 
plant, or system, or of a portion only, 
of the contemplated line, plant, sys- 
tem, or extension thereof, or for the 
partial exercise only of said right or 
privilege, and may attach to the exer- 
cise of the rights granted by said 
certificate such terms and conditions 
as in its judgment the public conven- 
ience and necessity may require.” 
(Emphasis supplied. ) 

The company has current and fixed 
assets amounting to $2,144. It has 
no liabilities. Each of said partners 
have substantial equities in real prop- 
erty (homestead and rental units). 
They each own a Chevrolet truck, 
tools, and other equipment which they 
intend to use in constructing said sys- 
tem, keeping the same in repair and in 
furnishing said television service to 
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the public within said community. 
Partner Carraway is employed by the 
Union Pacific Railroad Company as 
its station agent at Cokeville and he 
intends to continue this employment. 
He has an annual income of approx- 
imately $6,000, exclusive of that re- 
ceived from said partnership. 
Through surveys and experimental 
tests made by the company during the 
past two years, it has located unin- 
terrupted television signals emanating 
from network television broadcasting 
stations at Salt Lake City, Utah, a 
distance of approximately 110 air 
miles from Cokeville (Channels 4 and 
5), at a point atop a promontory 700 
feet in height, commonly called Big 
Hill, located along the Smiths Fork 
highway immediately east of Coke- 
ville, having sufficient signal strength 
or field intensity (100 to 300 micro- 
volts) to produce an acceptable com- 
mercial television picture. Using 
equipment manufactured by Gerrold 
Electronics Corporation of Philadel- 
phia, the company intends to erect a 
master or community antenna on a 
plot of ground at said point which it 
has leased from one Raymond S. Pe- 
tersen for a period of ten vears with 
option to renew, at a rental of $10 


per year. Television signals from said 
distant broadcasting stations inter- 


cepted by said antenna will be trans- 
mitted by the company via open cop- 
per wire transmission lines, supported 
by poles and crossarms, from said 
antenna site to a distribution and 
amplification station at the base of 
said hill where electric power is 
available. From this point, they will 
be amplified from time to time by line 
amplifiers and carried by coaxial cable 
distribution and drop lines, and other 


necessary electronic equipment sus- 
pended on and strung along the tele- 
phone poles of Zierlein Telephone 
Company, a telephone utility operating 
under the jurisdiction of the com- 
mission within said municipality, to 
subscribers’ residences and places of 
business located within its proposed 
service area. The coaxial cable to be 
used by the company to distribute said 
television signals to customers’ prem- 
ises will be properly shielded so as 
to prevent radiation. 


The company requests authority to 
furnish said television service, in the 
manner above outlined, to the public 
within the corporate limits of Coke- 
ville and to installations located with- 
in one mile from its corporate bound- 
aries. Subscribers will be required 
to execute a service contract as a con- 
dition precedent to the furnishing of 
such service to their premises. The 
terms and provisions of this contract 
will be referred to and discussed later 
on in this opinion. The company rep- 
resents that these wired-in television 
signals to be piped by it throughout 
its said proposed service area in the 
aforesaid manner will produce a clear, 
steady, consistent, and snow-free pic- 
ture on the TV sets of its subscribers. 


On June 7, 1954, the town of Coke- 
ville prematurely granted the company 
a 5-year exclusive franchise, with op- 
tion to renew for a like period, au- 
thorizing the latter to use its streets 
and alleys for the construction of said 
system upon the terms and conditions 
therein contained (Ordinance No. 
227). The franchise ordinance does 
not provide for the payment of a mon- 
etary consideration for the privilege 
thereby granted; and none of the pro- 
visions thereof encroach upon or usurp 
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any of our statutory powers to reg- 
ulate public utilities. The Zierlien 
Telephone Company above-mentioned 
entered into a contract with the com- 
pany, dated April 15, 1954, whereby 
it agrees to permit the company to 
use its telephone poles in constructing 
and operating said system. The con- 
tract requires the company to pay 
said telephone utility an annual rental 
of 10 cents for each pole to which 
attachments are made. Attachments 
to said poles will be made in accord- 
ance with the provisions of the Na- 
tional Electrical Safety Code; and said 
system will be constructed otherwise 
according to the standards prescribed 
by $§ 64214, Wyoming Compiled 
Statutes, 1945, as amended. We have 
carefully examined and considered the 
franchise, pole rental agreement, and 
lease above-mentioned, and find that 
the terms and provisions thereof are 
fair, reasonable, and lawful and that 
the same should be approved. 


[1,2] The company does not ques- 
tion our jurisdiction over the subject 
matter of its application in this pro- 
ceeding. Perhaps the filing thereof 
constitutes an admission of its public 
utility status. Nevertheless, we wish 
to comment briefly with respect there- 
to as our authority to regulate commu- 
nity antenna TV systems is a matter 
of first impression. The commission 
has no inherent powers. It is a 
creature of the legislature and its 
jurisdiction is limited to the regula- 
tion and supervision of the affairs of 
persons or entities whose operations 
or functions are intrastate in charac- 
ter and affected with a public interest, 
i.e., those of a “public utility” as said 
term is defined by the Public Utilities 
Act of this state. Section 64-101. 
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Wyoming Compiled Statutes, 1945, 
which defines various terms used in 
said act states in part: 

“The term ‘public utility,’ when used 
in this chapter, shall mean and include 
every person, or municipality, that 
owns, operates, leases, controls, or 
has power to operate, lease, or con- 
trol: 

“(b) any plant, property, or facil- 
ity for the transmission to or for the 
public of telephone messages, for the 
conveyance or transmission to or for 
the public of telegraph messages, or 
for the furnishing of facilities to or 
for the public for the transmission of 
intelligence by electricity; - 
(Emphasis supplied. ) 

Paragraph (h) of said section pro- 
vides : 

“None of the provisions of this 
chapter shall apply to interstate com- 
merce ; ” (Emphasis supplied. ) 

On March 30, 1954, the attorney 
general of Wyoming issued an official 
opinion to the commission based pri- 
marily upon the above-quoted stat- 
utory language, holding in substance 
that any person or entity owning and 
operating a community antenna tele- 
vision system for the purpose of fur- 
nishing this type of television recep- 
tion to the public within municipalities 
or unincorporated communities in 
Wyoming at fixed monthly rates is 
engaged in a public utility business; 
that such television service is a pub- 
lic utility service ; and that their opera- 
tions are intrastate in character and 
subject to regulation by the commis- 
sion in accordance with the provisions 
of the Wyoming Public Utilities Act. 
In this opinion, the attorney general 
refers to the provisions of § 64-101 
(b), Wyoming Compiled Statutes, 
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1945, supra, and states: ‘Under this 
section, it is my opinion that the com- 
munity television corporation, which 
you mention, is a public utility... .” 

The opinion also refers to Art 10, 
§ 7, of the Constitution of Wyoming 
which provides: “All corporations 
engaged in the transportation of per- 
sons, property, mineral oils and min- 
eral products, news or intelligence, 
including railroads, telegraphs, ex- 
press companies, pipelines, and tele- 
phones, are declared to be common 
carriers.” (Emphasis supplied.) And 
it then goes on to state: “In answer 
to question number two, there is no 
doubt in my mind but that the com- 
munity television corporation is a 
public utility under Wyoming law and 
is engaged in intrastate commerce and 
is subject to the jurisdiction and reg- 
ulation of its rates and service (by the 
Public Service Commission of Wyo- 
ming) im accordance with the provi- 
sions of the Wyoming Public Utilities 
Act.” (Language in parentheses and 
emphasis supplied. ) 


The attorneys general of Utah and 
Colorado have also ruled on the ques- 
tion as to whether the utilities com- 
missions of their respective states have 
jurisdiction over community antenna 
television service; and the Wisconsin 
Public Service Commission has issued 
an opinion with respect to its juris- 
diction to regulate the same. We do 
not find any case law directly in point; 
and as far as we are aware, these are 
the only other authoritative rulings on 


the subject. 

The Utah attorney general’s opin- 
ion, dated July 31, 1951, construes the 
Utah statutes defining public utilities 
and holds that they are broad enough 
to give the Utah Public Service Com- 


mission jurisdiction to supervise and 
regulate the business of corporations 
offering community television service 
to the public in that state. 

In Re Bennett, 89 PUR NS 149, 
decided July 3, 1951, the Wisconsin 
Public Service Commission held that 
it did not have jurisdiction to con- 
sider the application of said Bennett 
for authority to erect a community 
antenna to serve the residents of Rice 
Lake, Wisconsin, with closed circuit 
television signals to subscriber prem- 
ises. The gist of the opinion of the 
Wisconsin commission in this case is 
that even though the statutes of Wis- 
consin defining public utilities might 
be broad enough to embrace commu- 
nity antenna television systems, it is 
unnecessary to explore this possibility 
or the applicability thereof as the Con- 
gress of the United States, through 
the Federal Communications Commis- 
sion, has fully and completely occu- 
pied and pre-empted the field of tele- 
vision regulation so as to preclude 
parallel state regulation, i.e., matters 
pertaining thereto are not open to state 
regulation and the entire field is one 
exclusively within the powers of Con- 
gress. In its opinion in said proceed- 
ing, the Wisconsin commission states : 

“The commission is convinced that 
whatever jurisdiction it may have been 
given by the legislature over televi- 
sion has been nullified by the complete 
supervision exercised by Congress 
over transmission by television which 
necessarily transcends state lines and 
is, therefore, interstate in character.” 
(Emphasis supplied.) [89 PUR NS 
at p. 152.] 

The opinion of the attorney general 
of Colorado follows the holding of the 
Wisconsin commission in this case; 
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however, it indicates that if Colorado 
had an applicable statute, the ruling 
might be otherwise. This opinion 
states: “In the absence of an appli- 
cable Colorado statute on this subject, 
it appears that the jurisdiction of the 
Public Utilities Commission of the 
State of Colorado over television is 
subservient to federal jurisdiction.” 
These conflicting opinions cannot be 
reconciled. 

As far as we have been able to de- 
termine, the Federal Communications 
Commission has not to date seen fit 
to require a license or permit for the 
installation and operation of such sys- 
tems, nor has it attempted to regulate 
the rates to be charged for such 
service. It has, however, prescribed 
rules relating to radiation to become 
effective in June, 1955. In an opinion 
released May 6, 1954, in Re Belknap, 
the Federal Communications Commis- 
sion states : 


“Tt should be understood that, in 
making this determination, the com- 
mission is not making an express or 
implied decision as to the existence or 
extent of any jurisdiction it may have 
with respect to the installation and 
operation of any community television 
distribution system.” 


This language indicates that the 
Federal Communications Commission 
has not yet decided whether it has or 
will assume jurisdiction over the in- 
stallation and operation of such sys- 
tems. A proceeding is now pending 
before the FCC (Fairmont Broadcast- 
ing Co. v. WJPB-TV, filed August 
23, 1954) in which the petition filed 
therein requests said commission to 
take appropriate action to bring within 
its jurisdiction all community antenna 
television systems operating for profit. 


The petition in said proceeding alleges 
that many of these systems are in com- 
petition with authorized and estab- 
lished TV broadcasting stations and 
that many of them are inserting com- 
mercial advertising in network pro- 
grams. This proceeding may precipi- 
tate a definite expression from said 
federal regulatory agency as to its 
jurisdiction over such systems. 


There are many sound reasons why 
it is in the public interest to regulate 
such systems, e.g., to prevent discrim- 
inatory service practices and the im- 
position of exorbitant rates. Regard- 
less of the holdings in other jurisdic- 
tions and the possibility of the courts 
holding that the continuous flow of 
TV programs from point of origin to 
the sets of CATV subscribers, by 
whatever means the same may be 
transmitted, is imterstate commerce, 
we must follow the above-mentioned 
ruling of the Attorney General in this 
state, which is the law in so far as 
we are concerned, in the absence of a 
controlling court decision ; and accord- 
ingly we find that the commission has 
jurisdiction over the subject matter 
of the application in this proceeding. 

[3] Section 64-304, supra, requires 
the commission to find, as a prereq- 
uisite to the issuance of a certificate 
of public convenience and necessity 
to applicant partnership authorizing 
the construction of said proposed CA 
TV system, that the present or future 
public convenience and necessity re- 
quire or will require the construction 
thereof; and that it is financially able 
to install and operate the same for the 
benefit of the public to be served 
thereby. Does the public necessity re- 
quire the construction of said system? 
In the case of Sheridan County Power 
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Dist. v. Chicago B. & Q. R. Co. (1945 ) 
61 Wyo 365, 157 P2d 997, the su- 
preme court of Wyoming construed 
the word “necessity,” when applied to 
a public utility, to mean “expedient,” 
“convenient,” or “useful to the public.” 
Other courts have said: “The term is 
relative rather than absolute’; “A 
strong or urgent reason why a thing 
should be done creates a necessity for 
doing it’; “The convenience of the 
public must not be circumscribed by 
according the word ‘necessity’ its 
lexicographical meaning of ‘an essen- 
tial requisite’’’; “Any improvement 
which is highly important to the public 
convenience and desirable for the pub- 
lic welfare may be regarded as neces- 
sary’; and “A thing which is expedi- 
ent is a necessity.’’ The installation 
of said system will improve living 
standards in a community isolated 
from ordinary television reception. 
The improvement will provide its 
users with a highly desirable and use- 
ful public service akin to the con- 
venience of other public utility service 
and consistent with their comfort. 
education, and welfare. In our opin- 
ion, the people in the Cokeville com- 
munity should be given the opportu- 
nity to secure the benefits of this newly 
developed innovation for the distribu- 
tion of TV signals; and we accord- 
ingly find that the present public con- 
venience and necessity require the con- 
struction of said system. 


We are quite concerned about the 
cost of said CATV system, the method 
of financing the construction of same, 
the quality of the service to be fur- 
nished thereby, the rates to be charged 
members of the public therefor, who 
will undoubtedly expend rather large 
sums of money for TV sets to be con- 


nected therewith; and the amount 
which the latter will be obliged to con- 
tribute toward the construction of same 
in order to share in the reception 
therefrom. It is our responsibility 
under the Public Utilities Act of this 
state to see that the users of the sys- 
tem are assured of a reasonably clear 
and uninterrupted picture, i.e., ad- 
equate service at just, reasonable, and 
uniform rates. 


The quality of said television serv- 
ice will depend largely upon the man- 
ner in which the proposed system is 
engineered, installed, and maintained. 
The company has entered into an 
agreement with said Gerrold Electron- 
ics Corporation, whereby the latter 
agrees to design and engineer said 
project according to recognized engi- 
neering practices and to furnish tech- 
nical and engineering supervisory serv- 
ices during the installation thereof. 
Most of the labor incident to the con- 
struction of said system will be per- 
formed by the individual partners. 
Under said contract, Gerrold guaran- 
tees that the use of its said service and 
equipment will provide customers of 
the company with reception equivalent 
to that experienced at its said antenna 
site. Considering all of the evidence 
along this line, we are satisfied as to 
the good faith of the company with 
respect to said project and find that 
it is technically qualified to undertake 
said television service. 

[4-6] According to the evidence, 
the system when completed will serve 
a maximum potential of fifty to sixty 
customers within a period of two years. 
It is estimated that the total cost of 
the completed system, including labor, 
will be approximately $10,500. The 
next question to be considered is 
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whether the company is able finan- 
cially to construct said system in its 
entirety. Admittedly, it is not. In- 
stead of borrowing money to finance 
the construction thereof, it intends to 
collect funds from subscribers for its 
use in the installation of said improve- 
ment. The service contract referred 
to above requires subscribers to con- 
tribute $200 “toward the total cost” 
of constructing the system. The 
amount of this contribution is desig- 
nated as a “‘connection charge”’ in the 
company’s proposed tariff, i.e., an 
initial charge for the privilege of hook- 
ing on to its cables. It is payable by 
subscribers at the time their TV sets 
are connected with the system. No 
part thereof is refundable unless a 
subscriber moves from the service area 
of the company within one year from 
the inception of service, in which event, 
one-half of his contribution will be re- 
funded to him. Title to plant con- 
structed with these contributions will 
be vested in the company. Under this 
plan, it is evident that the major por- 
tion of said system will be paid for or 
constructed with moneys contributed 
by its users. This will result in an 
early return of most of the capital in- 
vested by the company in the project 
and perhaps a complete write-off of its 
entire investment therein. It is con- 
ceivable that the amount of such con- 
tributions will exceed the cost of in- 
stalling the complete system. We 
seriously question the propriety or 
advisability of permitting any public 
utility operating under our jurisdic- 
tion to construct all of its plant facil- 
ities out of unrefundable sums in equal 
amounts donated to it by its patrons, 
unless it is a co-operative group organ- 
ized for the purpose of providing its 


members with utility service at cost, 
i.e., a nonprofit organization. Such a 
plan is contrary to the concepts of pri- 
vate utility operation. It seems to us 
that the company should assume some 
of the financial risks of this rather 
highly volatile business enterprise for 
the monopolistic position it hopes to 
enjoy. We wish to clearly state here 
that the approval of the application 
in this proceeding and the issuance of 
a certificate to the company upon the 
terms and conditions hereinafter set 
forth is not to be construed as an 
endorsement of any pattern or fixed 
standard to be observed by the com- 
mission or followed by other utilities 
seeking similar operating authority. 
It is reasonable to assume that such 
utilities would prefer to invest their 
own capital in such ventures so that 
they might earn a reasonable rate of 
return thereon, i.e., a profit, and elim- 
inate the many complexities implicit in 
and incident to the establishment of a 
just and reasonable rate structure for 
a utility of applicant type. The reg- 
ulation of numerous utilities of this 
sort presents a prodigious task. Pro- 
spective users of the system apparently 
realize that the required donation is 
somewhat comparable to the cost of a 
good household antenna in a fringe 
or marginal reception area; and, for 
this reason, they are willing to con- 
tribute rather heavily toward the con- 
struction of said system in order to 
participate in the TV service to be 
distributed thereby. 


Under § 64-304, supra, the commis- 
sion has the authority to deny a cer- 
tificate application if it is not 
satisfied with the financial ability 
of the applicant to construct a 
contemplated utility system; and to 
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attach to the exercise of the rights 
granted by any certificate issued 
by it, such terms and conditions 
as in its judgment the public conven- 
ience and necessity may require. Con- 
sidering all of the evidence with respect 
to such contributions and our author- 
ity under § 64-304, supra, we con- 
clude that if potential subscribers in 
the Cokeville community are willing 
individually to contribute the sum of 
$200 toward the construction of said 
proposed CATV system in order to 
obtain the benefits which will inure 
to them by sharing in the reception 
therefrom, we should not say that 
they do not have the right to 
do so. Rather than deny them a 
public service designed for their 
well-being and the improvement 
of social conditions in said com- 
munity because the company is unable 
financially to construct said system in 
its entirety, we have decided to ap- 
prove the amount of said contribution ; 
to establish safeguards which will 
insure the proper use thereof; to pre- 
scribe accounting methods to be fol- 
lowed with respect thereto; and to 
indicate the treatment we will give 
such contributions when we ultimately 
determine a reasonable rate structure 
for the company. 


Until the company has completed 
the installation of said facility, it can- 
not be determined whether the cost 
thereof will be more or less than the 
aggregate amount of said subscriber 
contributions. If more, we find that 
the surplus should not be treated as 
income by the company but the same 
should be refunded pro rata to the 
subscribers when the system has been 
completed. We further find that the 
company should be required to file 


with the commission a surety bond in 
the penal sum of $15,000, executed 
by the company, as principal, and a 
corporate surety company authorized 
to transact business in Wyoming, as 
surety, running in favor of the state 
of Wyoming for the benefit of all users 
of said system, conditioned that the 
company will use all funds collected 
from subscribers as contributions in 
aid of construction solely for the pur- 
pose of constructing and _ installing 
said system, and that it will refund pro 
rata to subscribers all such funds col- 
lected by it in excess of the actual 
cost of the completed system. 

The company requests the commis- 
sion to approve the following proposed 
tariff rates for said TV service: 


Residential Service ......... $4.50 per month 
Commercial Service ........ 7.50 per month 


which it states are comparable to the 
rates of other CATV systems serving 
similar communities. In fixing just 
and reasonable rates for public util- 
ities, the commission has followed gen- 
erally the net investment rate theory 
of rate making. We cannot deter- 
mine with any degree of fineness 
whether said proposed rates are just 
and reasonable until the company has 
acquired some operating experience 
and what investment, if any, it will 
have in said system when the same 
is fully installed, as such tariff deter- 
mination will depend upon the original 
cost of said system, the company’s in- 
vestment therein, the reasonable cost 
of operating the same under prudent 
management, including depreciation 
on plant purchased and installed with 
capital supplied by it. These are all 
matters for our future determination. 
This leads us to the treatment which 
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we will give to capital contributions 
to be made by subscribers under said 
service contract when we ultimately 
consider and determine a proposed 
rate structure for the company; and 
the accounting rules to be observed by 
it with reference thereto during the 
interim. 

[7, 8] When the commission con- 
siders what is a proper base for said 
company, either upon its own motion 
or otherwise, it will exclude such con- 
tributions therefrom, as in our opin- 
ion the system users should not be 
required to pay rates for such TV 
service that will allow the company 
an income return on the original cost 
of any plant constructed with funds 
contributed by them. This is the gen- 
eral rule in other jurisdictions. 

Re Boise Water Corp. (Idaho 1952) 
95 PUR NS 43; Maine Pub. Utilities 
Commission v. Central Maine Power 
Co. (Me 1948) 75 PUR NS 90; 
Maine Pub. Utilities Commission v. 
Portland Water Dist. (Me 1948) 76 
PUR NS 135; Re Princeton Water 
Co. (NJ 1951) 90 PUR NS 181; Re 
Cranbury Water Co. (NJ 1952) 94 
PUR NS 275; Pennsylvania Pub. 
Utility Commission v. Longacre Park 
Heating Co. (Pa 1948) 76 PUR NS 
443; Re Citizens Utilities Co. (Vt 
1951) 90 PUR NS 46; Re Northern 
Power Co. (Mich 1932) PUR1933C 
128; Re Hungry Horse Water Co. 
(Mont 1948) 79 PUR NS 172. 


For rate-making purposes, the 
commission will eliminate, from the 
operating expenses of the company, 
depreciation accruals on properties 
comprising its system that have been 
constructed out of the proceeds of such 
contributions, i.e., it will not permit 
the company to compute depreciation 


against said properties and charge the 
amount thereof to its users as an item 
of operating expense. Equity requires 
that the company should not be allowed 
to recover depreciation accruals on 
plant in which it has no investment. 
It will be permitted to retire only, 
through annual depreciation charges 
to operating expense, the original cost 
of plant assets purchased and installed 
with capital contributed by it. We 
recognize the fact that the plant facil- 
ities included in the company’s system 
that are constructed with subscriber 
contributions will be eventually used up 
in the operation of said business. 
Since the company will not be allowed 
to recover depreciation on these prop- 
erties because it will have no invest- 
ment therein, such consumption 
thereof, in reality, will result in the 
depletion of subscribers’ contribu- 
tions without reimbursement to any- 
one. A method should be provided for 
the recovery of the cost of such plant 
assets that are consumed in the opera- 
tion of said system in order to main- 
tain the integrity of the subscribers’ 
investment therein and to allow for 
such cost in determining the profit of 
said business. We therefore conclude 
that the amount of such contributions 
should be amortized out of the com- 
pany’s earnings in accordance with the 
accounting rule hereinafter adopted; 
and that the amount of such amortiza- 
tion should not be used by the com- 
pany except for the construction of 
new plant or the replacement of orig- 
inal plant unless otherwise ordered by 
the commission. With respect to fed- 
eral income taxes, we hereby direct 
the attention of the company to the 
case of Detroit Edison Co. v. Com- 
missioner of Internal Revenue (1943) 
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319 US 98, 48 PUR NS 146, 87 L ed 
1286, 63 S Ct 902, which holds that 
unrefundable amounts contributed by 
customers toward the cost of utility 
plant required to serve them should 
be deducted from the depreciable prop- 
erties of a utility for the purpose of 
determining a depreciation deduction 
from income under the Federal In- 
come Tax Law. The principles an- 
nounced herein are in harmony with 
this decision. 

The Hawaii Public Utilities Com- 
mission, in its decision in Re Hawai- 
ian Electric Co. (1940) 33 PUR NS 
161, analyzed and discussed contri- 
butions in aid of construction and the 
accounting treatment to be given them 
in the determination of just and rea- 
sonable rates for the electric utility 
company involved in said proceeding. 
We find it expedient to quote at length 
from its decision in said cause. On 
this subject, at pp. 171, 172, it states: 


sé 


the money contributed by 
customers is used toward paying for 
the construction of a portion of the 
property used to serve them. To that 
extent the company has no investment 
in the property, although it has the 
legal title thereto. Since the contribu- 
tions are nonrefundable, the using up 
of the property in service does not rep- 
resent the using up.of any investment 
of the company for which it would be 
entitled to reimbursement through de- 
preciation charges made to operating 
expenses. The consumption of this 
property represents rather the using 
up of the contributions made in ad- 
vance, for which no reimbursement 
is made to anyone. If the property 
constructed out of contributions could 
be segregated, it should logically be 
charged to the contributions account 
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when retired, instead of to deprecia- 
tion reserve. If that were done, of 
course there should be no depreciation 
charged against such property while 
in service. However, it would be very 
burdensome to attempt to keep accu- 
rate records of all property constructed 
out of contributions; in fact it would, 
in many cases, not be possible because 
the contributions sometimes represent 
merely a portion of the cost of specific 
property Substantially the 
same results can be achieved, however, 
by very much simpler methods, such as 
the following :” 


Said commission then and thereby 
adopted the following accounting rule: 

“Charge all new construction to the 
appropriate property account without 
reference to the source of the funds. 
Compute annual depreciation in the 
first instance against all property in 
service including contributed property. 
To offset the depreciation computed 
against contributed property, the 
amount of each year’s contributions 
credited in that year to the contribu- 
tions account should be amortized 
from that account to depreciation re- 
serve over a period approximately 
equivalent to the estimated service life 
of the property constructed out of con- 
tributions. Whether this is done on 
a straight-line, sinking-fund, or other 
reasonable basis is immaterial. The 
total amount of the amortization in 
each calendar year would (should) be 
deducted from the computed amount 
on annual depreciation for that year, 
the balance being the charge to operat- 
ing expenses for depreciation. All re- 
tirements of property would (should) 
then be charged to depreciation re- 
serve.” 


We hereby approve and adopt said 
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accounting rule and find that the com- 
pany should follow the same in keep- 
ing its books and records with respect 
to contributions in aid of construction 
collected and received by it from sub- 
scribers under its service contracts; 
and our order herein will so provide. 

We find that the company should 
be allowed to charge for said CATV 
service the rates set forth in its pro- 
posed television tariff filed concur- 
rently with its application herein until 
further order of the commission. We 
further find that it should file with the 
commission not later than thirty days 
after the first twelve months of its 
operation, a full and complete financial 
report of its business for said annual 
period, including a balance sheet and 
profit and loss statement with sup- 
porting schedules. We will hold this 
docket open and, upon the filing there- 
of, we will thereafter enter such fur- 
ther order in this proceeding as may 
be necessary in order to fix just and 
reasonable tariff rates for the com- 
pany. 


We further find that the extension 
rule of the company as set forth in 
said proposed tariff filed with its appli- 
cation herein, applicable to the exten- 
sion of its service facilities to instal- 
lations outside of the corporate limits 
of Cokeville is ambiguous, contrary 
to the evidence adduced relative 
thereto and that the same should be 
disapproved. We further find that all 
other service rules and regulations of 
the company contained in said tariff 
are just and reasonable and that the 
same should be approved. We further 
find that the company should file with 
the commission, within fifteen days 
from the date hereof, a new tariff 
containing the rates and service rules 
tentatively approved by us herein and 
a new extension rule couched in clear 
and concise language and consistent 
with the evidence in this proceeding 
relating to extensions within said 
fringe area. 

An order will be entered herein ac- 
cordingly. 





NORTH CAROLINA UTILITIES COMMISSION 


Re Carolina Telephone & 
Telegraph Company 


Docket No. P-7, Sub 47 
December 28, 1954 


PPLICATION by telephone company for authority to issue and 
A sell common stock to existing stockholders at par; granted 
subject to condition that company charge price higher than 

par value. 


Security issues, § 108 — Offering price — Pre-emptive rights of stockholders. 
1. Stock issued by a telephone company to its existing stockholders under 
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the pre-emptive rights under the company’s charter is not required by 
law to be offered at par only, p. 150. 
Security issues, § 29 — Commission powers — Offering price. 


2. The commission, in passing upon the sale of stock by a telephone com- 
pany, has power to fix the sale price of said stock above par value, p. 150. 


Security issues, § 123.1 — Pre-emptive rights — Purchase price. 


Discussion, by North Carolina commission, of telephone company’s con- 
tention that as a matter of law its stockholders are vested with pre-emptive 
rights to purchase any stock issue at par value, p. 146. 

Security issues, § 54 — Offering price — Effect on ratepayers. 
Discussion, by North Carolina commission, of the effect of a telephone 
company’s offer to issue stock to existing stockholders at par value and its 
effect on the company’s ratepayers, p. 148. 

Security issues, § 20 — Managerial decisions — Offering price. 
Statement, in dissenting opinion, that the question whether a company 
should raise equity capital by a common stock issue pro rata to existing 


stockholders at par value or by sale of the stock to the public at a higher 
market price is a question to be decided by management rather than the 


commission, p. 152 

Return, § 27 — Dividend requirements — Common stock. 
Discussion, in dissenting opinion in stock issue proceeding, of question 
whether the fair rate of return for a telephone company depends upon 
the number of shares of outstanding common capital stock and dividend 


requirements, p. 154. 
(McMauan, Commissioner, dissents.) 


¥ 
APPEARANCES: W. T. Joyner and 


R. C. Howison, Jr., Joyner and Howi- 
son, Attorneys at Law, Raleigh, C. H. 


having its principal place of business 
in the city of Tarboro, hereinafter re- 
ferred to as the company, filed with 








Leggett, Attorney at Law, Tarboro, 
and D. L. Ward and J. E. Tucker, 
Ward and Tucker, Attorneys at Law, 
New Bern, for the petitioner; John 
Hill Paylor, Assistant Attorney Gen- 
eral, Raleigh, and I. Beverly Lake, 
Assistant Attorney General, Raleigh, 
for the State of North Carolina and 
the North Carolina Utilities Commis- 
sion. 


WorTHINGTON, Commissioner : 
Carolina Telephone and Telegraph 
Company, a public utility as defined in 
§ 62-65(6) of the General Statutes of 
North Carolina, and duly incorporated 
under the laws of North Carolina, 
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the Utilities Commission of North 
Carolina on the 17th day of August, 
1953, a petition to be permitted to is- 
sue and sell 33,320 shares of its com- 
mon capital stock to its existing stock- 
holders in the ratio of one new share 
of common capital stock for each of 
the outstanding five shares held of 
record at par value of $100 per share, 
with the reservation of the right to re- 
offer for sale at a price or prices, in 
no event less than $100 per share, 
such shares of the issue as were not 
subscribed for by stockholders or their 
assigns in the exercise of the rights to 
be issued by the company to the hold- 
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ers of the outstanding common capital 
stock. The commission issued its or- 
der on the 10th day of September, 
1953, approving the sale of said stock 
in accordance with the request in the 
petition but at a price not less than 
$115 per share. This order was en- 
tered without any formal hearing. 
The company filed a petition for re- 
hearing. The petition for rehearing 
was granted and the matter heard on 
the argument of counsel without the 
presentation of any evidence. This 
was done in view of the fact that the 
company, in its letter supplementing 
its petition for rehearing, stated: “It 
was the intent of the company to con- 
fine the questions on rehearing to the 
power and the authority of the com- 
mission to make a limitation of sale 
(a) to stockholders under their pre- 
emptive rights and (b) to outsiders at 
a minimum price greater than the par 
value of the stock; and the propriety 
of the commission’s exercise of any 
such authority. It was not our intent 
to raise and we do not raise, in this 
proceeding, any question as to the 
adequacy or inadequacy of the record 
to support a factual finding that the 
present value of the common capital 
stock of the company is not less than 
the minimum price limit fixed by the 
commission.” 


In the light of this letter, the com- 
mission felt that the matter was re- 
solved into a question of law, namely, 
whether this commission, by virtue of 
§§ 62-82 and 62-83 of the General 
Statutes of North Carolina, had the 
legal right in approving a sale of stock 
by this public utility to say at what 
price the stock should be offered for 
sale. The commission, acting under 
what it construed the authority in these 


statutes to be, entered a final order on 
the 24th day of November, 1953, ap- 
proving the sale of such stock in ac- 
cordance with the petition filed but at 
a price not less than $115 per share, 
from which order the company ap- 
pealed to the superior court and from 
there to the supreme court of North 
Carolina. 

Both the company and this com- 
mission desired by this judgment and 
the record in the case to have the 
court answer once and for all the one 
question, namely, Does the Utilities 
Commission of North Carolina have 
the right under existing Statutes, par- 
ticularly §§ 62-82 and 62-83 of the 
General Statutes of North Carolina, 
in passing upon the sale of stock by 
this public utility to fix the sales price 
of said stock at a price above par? 


The supreme court did not take the 
same view and apparently did not con- 
sider the question to be simply one of 
saying the commission had the right 
or did not have the right to fix the 
price at which the stock might be sold. 
In its opinion reported in (1954) 239 
NC 675, 3 PUR3d 123, 80 SE2d 643, 
without prejudice to the rights of 
either the company or the commis- 
sion, the supreme court remanded the 
matter to the superior court with in- 
structions that it be remanded to the 
commission for specific and definite 
findings of fact (1) why the commis- 
sion deemed it necessary or appropri- 
ate in the premises to fix the sale price 
of the 33,320 shares of the common 
capital stock of the defendant at a price 
not less than $115 per share; and (2) 
as to whether the sale of said shares 
of stock at such a price is compatible 
with the public interest, stating fur- 
ther that if the commission finds the 
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sale of such shares of stock at such 
price to be compatible with the public 
interest, it shall make definite findings 
of fact to support this conclusion. The 
court also authorized the commission 
to hear evidence in the further pro- 
ceeding if it deemed same to be proper. 
In accordance with this decision the 
matter was returned to this commis- 
sion. Thereafter, on May 21, 1954, 
the company filed a new petition in 
many respects the same as that filed on 
August 17, 1953, but seeking permis- 
sion to issue and sell 66,640 shares of 
its authorized but unissued common 
capital stock to its existing stockhold- 
ers in the ratio of two new shares 
of common capital stock for each 
shares held of rec- 
ord at not less than par value 
of $100 per share with author- 
ity to the president of the com- 
pany to offer and sell for the account of 
the company upon such terms as he 
may deem to be in the best interest 
of the company, but in no event at 
less than $100 per share, such of the 
66,640 shares of common capital stock 
of the company as may not be sub- 
scribed for by stockholders or their 
assigns in the exercise of the rights, 
once the subscription rights have ex- 
pired. 

The company proposes to issue 
transferable subscription rights or 
warrants, one for each share of stock 
outstanding, and deliver such sub- 
scription rights or warrants to existing 
stockholders. A holder of 5 of these 
subscription rights or warrants will be 
entitled to purchase 2 shares of the 
new issue of stock at $100 per share. 
Any stockholder not desiring to pur- 
chase the new stock will be entitled to 
sell his warrants on the open market 
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outstanding 5 


at any price he desires or is able to get 
for same, and the purchaser will be 
entitled to use any subscription rights 
or warrants so purchased in the pur- 
chasing of new stock at $100 per share. 
This procedure was duly authorized by 
resolution of the board of directors. 
The matter was set for hearing, no- 
tice duly given, and hearing com- 
menced in the office of the commission 
at Raleigh, North Carolina, on July 
13, 1954. It was agreed that the peti- 
tion now before the commission should 
be treated as a substitute petition for 
the original petition filed August 17, 
1953, and that in all respects the hear- 
ing should proceed on this petition just 
as it would have on the original peti- 
tion, the only real difference being 
that the petition now seeks the sale of 
66,640 shares instead of 33,320 shares. 


The company was organized in the 
year of 1900. Its scope of operation 
covers 41 counties in the eastern part 
of North Carolina, 1 prosperous and 
growing section in which industries 
are locating and which offers a great 
opportunity for telephone service and 
expansion. On December 31, 1946, 
it had 55,814 telephones in service. 
This number had increased to 115,701 
as of April 30, 1954. During the 
same period the daily telephone mes- 
sages increased approximately 70 per 
cent. Yet as of April 30, 1954, the 
company had approximately 7,000 un- 
filled demands for telephone service, 
which number is growing daily, and 
in addition thereto had some 2,200 
customers who desired that their serv- 
ice be upgraded from party to indi- 
vidual lines or to lines shared with 
fewer people. Many of its facilities 
are now filled to capacity. Net addi- 
tions to. the company since 1947 
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through the first four months of 1954 
have amounted to some more than 
$35,000,000. At the present time the 
company has a capitalization consist- 
ing of long-term debt in the amount 
of $14,000,000, short-term bank notes 
in the amount of $7,379,000 (which is 
now increased to more than $8,000.- 
000), common stock and premium 
$16,679,117, and an unappropriated 
earned surplus of $1,278,552, or a 
total capitalization of $39,336,769, 
resulting in debt ratio of 54.3 per cent, 
common stock, premium, and surplus 
of 45.7 per cent. If this issue of stock 
is sold at par and the proceeds there- 
from used to retire short-term bank 
notes, the company will still owe 
$715,000 on short-term notes and the 
debt ratio will be reduced to 37.44 
per cent, while common stock, premi- 
um, and surplus ratio will be 62.56 
per cent. This will improve the capital 
structure of the company. It is esti- 
mated to require $5,500,000 during 
the last eight months of 1954 and $8,- 
000,000 during the year of 1955 to 
take care of necessary expenditures for 
plant expansion during that period and 
to require in all some $20,000,000 
through the year 1957 for the com- 
pany to meet requirements and expan- 
sion needs. The company has ap- 
proximately 2,200 stockholders and 
with the exception of one large stock- 
holder, holding approximately 30 per 
cent of the total issue, the stock is 
held in relatively small quantities. 
Since 1947 the stockholders have been 
called on to take 4 issues of common 
stock in the total amount of $11,347,- 
500. In this proceeding it is proposed 
to call on them for an additional $6,- 
664,000 which, if subscribed at the 
price suggested by the company, will 
[10] 


fall short by $715,000 in retiring pres- 
ent short-term notes, will leave no 
available funds on hand for expan- 
sion, and will result in the company 
having to resort to borrowing addi- 
tional money immediately estimated at 
about $13,500,000 to meet its require- 
ments for expansion in the years of 
1954 and 1955. The potential bor- 
rowing power of the company on 
short-term notes is $10,000,000. This 
will not provide the necessary funds 
for the expansion the company pro- 
poses to make during 1954 and 1955. 

As of December 31, 1939, the com- 
pany had outstanding a total of 33.- 
999 shares of common capital stock 
with an aggregate par value of $3,- 
399,900. Out of this total 13,915 
shares, or 40.9 per cent, were sold at 
a discount ranging from $30 to $50 
per share and the amount represented 
by the difference between the actual 
cash paid in and the par value in each 
instance was charged to surplus, re- 
sulting in approximately $616,350 of 
this stock value being charged to sur- 
plus. While most of the stock during 
this period was sold to stockholders at 
par, a considerable number of shares 
were sold above par ranging from 
$125 to $160, and, on October 30, 
1936, the company declared a 50 per 
cent dividend to the holders of $997 .- 
800 par value of common stock out- 
standing out of a total par value then 
outstanding of $2,399,900. Up until 
1936 the company consistently paid 
a $10 dividend on its $100 par com- 
mon stock. Since 1936 it has consist- 
ently paid an $8 dividend on its $100 
par value common stock. It has de- 
clared no stock dividends since 1936 
but has consistently sold out of each 
issue of stock such shares as were not 
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subscribed to by existing stockholders 
at a price considerably above par rang- 
ing from $130 to $140. In addition 
to the payment of a $10 dividend, 
from 1900 until 1936 the ratepayers of 
this company paid rates sufficient to 
justify the issuance of some $600,000 
in stock dividends. 

In 1926 the company amended its 
charter as follows: 

“Section 12. That all issues of the 
capital stock of this corporation here- 
after made shall first be offered to the 
then existing stockholders of the cor- 
poration as: their interest may appear, 
as shown by the stock records of the 
corporation; provided, however, that 
this section shall not apply to or pro- 
hibit the issue of the capital stock of 
this corporation of the par value of 
$1,000,000 in payment for the prop- 
erties, assets, and rights of the Home 
Telephone and Telegraph Company, a 
corporation of North Carolina, au- 
thorized by the directors of this cor- 
poration on the 19th day of January, 
1926.” 

The company contends that as a 
matter of law its stockholders have al- 
ways been vested with pre-emptive 
rights to purchase any stock issue at 
par, and certainly with this provision 
in the charter its stockholders are en- 
titled to have the opportunity to pur- 
chase at par any stock issued by the 
company on a pro rata basis in pro- 
portion to the number of shares al- 
ready held of record. It, therefore, 
proposes to give its existing stock- 
holders the opportunity to purchase 
this proposed issue at par with the 
privilege on the part of any stock- 
holder to transfer his warrants on the 
open market for such prices as he 
may be able to obtain, the purchaser 
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of warrants being able to purchase 
stock at par with the use of said 
warrants. 

The proposal to market these 66,- 
640 new shares of common capital 
stock at par of $100 represents an 
underpricing below the current mar- 
ket value of between 30.55 and 31.74 
per cent, depending upon whether the 
quotation of 144 existing at the date of 
the hearing or the quotation of 146.5 
which now exists is used. In either 
event the price would result in a yield 
of 8 per cent to existing stockholders. 
The rights or warrants would be 
valued at $44 or $46.50 assuming no 
drop in market price. 

The company supports this offer in 
price chiefly on the basis that the 
company has always offered its issue 
of stock to its existing stockholders at 
par of $100. These stockholders and 
their assigns have consistently sub- 
scribed to 95 per cent of the stock is- 
sues and not to exceed 30 per cent of 
the warrants have been transferred; 
that there is a close relationship be- 
tween the stockholders and the com- 
pany. The stockholders, with the ex- 
ception of one large holder, are for the 
most part local citizens living and 
having their business connections in 
the territory served by the company. 
The company has prospered under this 
system of selling stock and providing 
equity capital and that the probability 
in changing from a system of selling 
its stock which has proven so success- 
ful over a great many years to an un- 
tried system might well result in a 
failure to sell the stock and result in 
great harm to the company and its 
customers as well, taking the position 
also that as a matter of law the exist- 
ing stockholders are entitled to buy 
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any new issue of stock under their pre- 
emptive rights at par. 


The outstanding common stock of 
this company has a book value of 
$107.79 per share. Book value is 
based upon retained earned surplus 
and where the earned surplus is large- 
ly paid out in dividends, the book 
value of the stock of necessity remains 
low. Market value of the stock has 
consistently been much higher than 
the book value and has been approxi- 
mately $140 plus for a great many 
years. At the time of the hearing on 
this matter $144 per share was bid 
for the stock, and with this matter 
pending the bid price has increased 
$2.50 per share to $146.50. Seldom, 
if ever, is any “demand” or “asked” 
price quoted as the value of the stock. 
The dividend it pays and the financial 
condition of the company are all such 
that the holders of the stock consider 
it an excellent investment at $100 par, 
consequently very little, if any, is of- 
fered for sale.. The rates this commis- 
sion has allowed the company is in a 
large measure responsible for the fact 
that the company has been able to pay 
an $8 dividend. This dividend is one 
of the primary reasons for the value of 
the stock. It is understandable that 
the existing stockholders would want 
additional stock at par when they can 
reasonably anticipate an $8 dividend, 
and upon the issue of the stock will be 
reasonably assured that said par stock 
will immediately become worth ap- 
proximately $140. The history of this 
company is such that it is not antici- 
pated that there will be much change 
in the market value of the stock upon 
this issue. The fact remains that there 
is constantly a demand for the stock, 
with no offering, and the bid price has 


gradually increased while the disposi- 
tion of this commission to require a 
sale at a price above par has been well 
known for several months. 


It is interesting to note that some 
shares out of every recent issue of 
stock by the company have been sold 
on the market, in accordance with 
what the company thought was in the 
best interest of the company, at prices 
much in excess of par and for the most 
part between $130 and $140. If these 
shares could be sold at above par in 
the best interest of the company, it is 
just as logical that the whole issue 
could be sold in the same manner. 
We realize, of course, that an offering 
of this stock at above par may have 
some slight adverse effect on the pres- 
ent-day market price of the stock. To 
offer this stock at $125 a share would 
result in an underpricing of approxi- 
mately 13 per cent. At the same time 
it will furnish a return of 6.4 per cent 
which is considered fair and reason- 
able under present-day market condi- 
tions. At this price the company will 
receive $1,666,000 more in equity 
capital at no cost to the company, 
except such expense as may be inci- 
dent to the sale thereof, and will thus 
enable the company to pay off all of 
its short-term notes outstanding as of 
the date of the application and leave 
$951,000 for use in expansion of serv- 
ices, particularly in providing service 
to some of the 7,000 applicants now 
having applications on file and in the 
upgrading of some of the service that 
is being demanded. There is no rea- 
son to believe or fear that the com- 
pany will have any difficulty in selling 
this stock at an underpricing of ap- 
proximately 13 per cent. At least 
one firm offered to take the whole is- 
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sue at $130 per share with a standby 
agreement of one dollar per share and 
the understanding that such shares as 
the existing stockholders did not take 
it would take at a cost of $2 per share, 
resulting in approximately $128 net 
to the company. If this should result 
in new stockholders buying into the 
company, it would be a decided advan- 
tage for the company. It would 
strengthen the company’s position in 
future stock sales. Generally it is ad- 
vantageous that a company of this 
kind have a large number rather than 
a small number of stockholders. 


This commission is interested in 
every citizen, firm, or corporation in 
the state having adequate telephone 
service and seeing that the needs and 
requirements, demands and requests, 
for telephone service are filled. We 
realize that many sections of eastern 
North Carolina, the territory in which 
the company bperates, is without ade- 
quate telephone service. The com- 
pany has a backlog of demands for 
service dating from 1949. This com- 
pany has pre-emptive rights in this 
territory and constitutes practically the 
only source of telephone service to 
these people. It is the duty of this 
company to render telephone service to 
the people in this territory. Some of 
this territory will certainly not be as 
productive as a greater portion of the 
territory already being served. It is 
manifestly unfair, however, to deny 
these people telephone service because 
the revenue produced by such service 
will not result in a return equal to $8 
a share on $100 par value stock. For 
every one dollar per share increase in 
the price of this stock above par the 
company will receive an additional 
$66,640 without any additional cost to 
6 PUR 3d 


the company. Every public utility 
should sell its stock at the best price 
obtainable and certainly somewhat 
near the market value as long as the 
price remains within reasonable 
bounds and does not reach a point that 
existing or new investors refuse to 
purchase. With the need and demand 
for telephone service in the territory 
served by the company, the additional 
funds should certainly be acceptable. 
The financial condition, the history, 
and the conduct of this company are 
such that there is little question but 
what there is a ready market for this 
stock at $125 per share. 


We are concerned also with the 
effect on the ratepayers, by sale of this 
stock at par, if they were to be called 
upon to service more shares than nec- 
essary. We are concerned also about 
the future effect on the estimated cost 
of common equity for the company in 
the event of future rate proceedings. 
Closely allied with these two problems 
is the effect on the continuing willing- 
ness of investors to entrust funds to 
the company when new capital is need- 
ed. In the Southern Bell Case report- 
ed in (1954) 239 NC 333, 345, 3 
PUR3d 307, 316, 80 SE2d 133, the 
court, speaking on the question of rate 
of return, had this to say: “(2) what 
rate of return on the predetermined 
Rate Base will constitute a rate that 
is just and reasonable both to the ap- 
plicant and to the public.” It is com- 
mon knowledge that the company de- 
rives its revenue from the service it 
renders and out of its rate of return it 
has to service its debt structure, and 
it also has to provide some dividend 
for its equity capital and add some- 
thing to earned surplus in order to 
preserve its financial standing, be able 
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to hold its place in the financial world, 
maintain its credit, and be able to at- 
tract additional debt and equity capital 
when it needs it and at rates commen- 
surable with good financing. If the 
company is permitted to issue more 
shares of stock than necessary to ob- 
tain the amount of money that it needs 
when it could reasonably obtain the 
same amount of funds with far less 
number of shares of stock, it might 
well mean that the ratepayers will be 
called upon to pay rates yielding a 
higher rate of return than otherwise 
necessary. Conversely the greater the 
price received for the shares of stock 
above par, the lower the cost of the 
equity capital to the company and the 
greater the sum of money available to 
render service to the public at the same 
cost. 

It is interesting to note here that in 
every rate case this company has had 
before this commission in recent years 
its evidence has always been to the 
effect that the rate must be sufficient 
to enable it to pay a reasonable divi- 
dend to its stockholders. The rates 
thus allowed have enabled the com- 
pany to maintain an $8 dividend. In 
so doing they have resulted in the com- 
pany’s stock being worth a market 
price far above that of par. The rate- 
payers of this company are directly 
responsible for the present value of the 
company’s stock. In the case of North 
Carolina ex rel. Utilities Commission 
v. Southern Bell Teleph. & Teleg. Co. 
supra (239 NC 333, 3 PUR3d 307), 
the court, speaking to a somewhat 
similar situation, not in the opinion 
proper but quoting the facts and speak- 
ing directly along the line where 
Southern Bell Company, operating in 
North Carolina as a subsidiary of A. 
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T. & T., being indebted to its parent 
company on short-term notes, issues 
its par value stock, which in all prob- 
ability has a market value far above 
par, direct to its parent company for 
$100 par in payment of the debt has 
this pertinent observation: “The 
A. T. & T. reaps the benefit of the dif- 
ference between the par and the market 
value of such stock, and the customers 
of Southern Bell must bear the burden 
of the loss to the applicant.” So it is 
here. The customers of this company 
will certainly bear the burden of the 
loss in the difference between the par 
value of the stock and the price the 
stock would bring on the open mar- 
ket. At the same time if the financial 
integrity of this company is to be 
maintained, they will be called upon 
to pay a fair rate of return which will 
certainly have to be sufficient to pay 
reasonable dividends on equity capital. 
The earnings record and past history 
of this company show clearly that this 
offering can be marketed at a price not 
less than $125 per share which will re- 
sult in an additional $1,666,000 in 
capital for the same number of shares 
as was originally proposed. 

The commission has given this mat- 
ter very serious consideration, both 
from the standpoint of the company 
involved and its customers, present 
and prospective. We realize that the 
financial integrity of the company 
must be maintained in order that it 
may be able to attract capital at all 
times. The evidence is conclusive to 
our minds that there is a great demand 
for the stock of this company at a price 
far in excess of par. The total lack of 
availability of the stock of this com- 
pany to would-be purchasers, the divi- 
dend history of the company and the 
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financial condition of the company are 
such that we would not be justified in 
approving a sale of this issue of stock 
at $100 par. An underpricing of ap- 
proximately 13 per cent, or $125 per 
share, seems to be justified and to con- 
stitute a reasonable price for this 
issue of stock and we, therefore, con- 
clude that the issue should be offered 
in accordance with the petition but at 
a price not less than $125 per share. 
Underpricing of approximately 13 per 
cent will suffice to take care of any 
temporary drop in the market pend- 
ing the offering. At the same time it 
will provide a return of 6.4 per cent 
which is considered adequate under 
present market conditions. It will 
provide additional funds in the amount 
of $1,666,000 to the company for the 
same number of shares of stock at no 
additional cost to the company except 
such as may be incident to the sale of 
the stock. It will enable the company 
to pay in full its short-term note obli- 
gations as of the date of the petition 
in this case and still make available 
$951,000 for badly needed expansion 
service. The revenue derived from the 
additional phone service made avail- 
able by these additional funds will add 
to the gross revenue, and ultimately 
the net revenue of the company, with- 
out any actual cost therefor, and result 
in a net saving to the ratepayers. No 
interest will be payable on this money. 
No additional dividend will be re- 
quired for this money. 

If the existing stockholders are 
given the opportunity to purchase this 
issue of stock at $125 instead of $100 
on the same pro rata basis which the 
petition seeks for them to purchase at 
$100, there can be no inequity. Each 
will have the same opportunity to 


maintain his pro rata ownership of the 
company and can be affected only to 
the extent that he will pay a few dol- 
lars more at $125 than he would at 
$100 for the additional investment in 
the company. At the same time the 
company will be in a much stronger 
position with respect to sale of equity 
and debt capital. The debt ratio will 
be further reduced to 34.77 per cent. 
A debt ratio of approximately this pro- 
portion was admitted at the hearing 
to be in the best interest of the com- 
pany and its customers. The low 
debt ratio places the company in a 
much better position to bargain for 
debt capital at lower rates. At the 
same time it is a great inducement to 
investors in equity capital. 

[1,2] We conclude that the law 
does not require that stock issued by 
this company to its existing stock- 
holders under the pre-emptive rights 
under its charter be offered at par 
only. There is nothing in the charter 
which requires or suggests this. The 
statutes authorizing this commission 
to pass upon the issuance of securities 
of a utility, if indeed they do so author- 
ize, and we think they do, expressly 
provide: “The commission, by its 
order, may grant or deny the applica- 
tion . . . , Or may grant in part 
or deny it in part or may grant it with 
such modification and upon such terms 
and conditions as the commission may 
deem necessary or appropriate in the 
premises and may, .”’ Under 
General Statutes, § 62-82, the com- 
mission is required, in passing upon 
the issuance of securities by a utility, 
to find that such issue (a) is for some 
lawful object within the corporate 
purposes of the utility, (b) is com- 
patible with the public interest, (c) is 
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necessary or appropriate for or con- 
sistent with the proper performance 
by the utility of its service to the pub- 
lic as such utility and will not impair 
its ability to perform that service, and 
(d) is reasonably necessary and ap- 
propriate for such purpose. The evi- 
dence in this case establishes the fact 
that the issue (1) is for a lawful object 
within the corporate purposes of the 
utility, (2) is compatible with the 
public interest, (3) is necessary and 
consistent with the proper perform- 
ance by the utility of its service to the 
public as such and will not impair 
its ability to perform that service, and 
(4) is reasonably necessary and ap- 
propriate for such purpose. Certainly 
the authority to approve the issue, 
coupled with the further authority 
that in the order approving the issue 
the commission may grant in part or 
deny in part or may grant with such 
modification and upon such terms and 
conditions as it may deem necessary or 
appropriate in the premises, consti- 
tutes authority to fix the price at which 
the issue may be sold. 


We have determined that the earn- 
ings record and past history of this 
company clearly show that this issue 
of stock can be marketed at not less 
than $125 per share, and marketing 
at such price is compatible with the 
public interest. We, therefore, con- 
clude that Carolina Telephone and 
Telegraph Company should be author- 
ized to issue and sell 66,640 shares of 
its authorized but unissued common 
capital stock in accordance with its 
petition in this case, with the excep- 
tion that same should be offered and 
sold at not less than $125 per share in- 
stead of $100 par. 

It is, therefore, ordered that Caro- 
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lina Telephone and Telegraph Com- 
pany be, and it is hereby, authorized to 
issue and sell 66,640 shares of its 
authorized but unissued common capi- 
tal stock in strict accordance with and 
for the purposes set forth in its peti- 
tion filed with this commission on 
May 21, 1954, with the one exception 
that it shall offer and sell said stock 
at not less than $125 per share instead 
of $100 par as requested. 

It is further ordered that when said 
stock has been issued and sold the 
company shall report in detail the re- 
sult of such sale and the disposition of 
the funds received from the sale of the 
stock. 

It is further ordered that copies of 
this order be sent to all parties of rec- 
ord and their counsel. 


McMaHANn, Commissioner, dis- 
senting: I am unable to agree with 
the majority of the commission in 
their decision of this case, and the 
order which has been issued as a re- 
sult of their decision ; and in order that 
my position may be made clear, I am 
filing this statement as a dissent to 
the order entered by the majority of 
the commission. Admittedly the 
problem presented here is perplexing. 
It has perplexed the commission for 
more than a year and a half. The per- 
plexity can be dissolved best, I think, 
by finding out just what the issue is, 
and then facing it squarely. In order 
to determine and point out what the 
issue is, I will endeavor first of all to 
remove some of the obscuring and 
confusing matters, and things which 
I believe tend to cloud the real issue; 
and, in doing so, I shall point to some 
of the things which are not in issue al- 
though they may appear to be, or may 
have been said to be in issue. 
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First of all, the issue here does not 
involve the sale of the utility common 
stock to the public, or the price at 
which it is to be sold to the public. 
When common stock is sold to the 
public the fractional ownership of each 
old stockholder is diluted. A part of 
what belongs to him is sold to another. 
If new common stock is sold to the 
public at less than a fair market price, 
there may well be a fraud on the exist- 
ing stockholders. If a corporation 
commits a fraud on its existing stock- 
holders, its credit may be impaired. 
There is a public interest that the cred- 
it of a utility be not impaired. But 
that point is not in issue here. The 
Carolina Telephone and Telegraph 
Company has announced that any 
stock sold to the public would be sold 
at the best reasonable market price 
obtainable. It is apparent that the 
company would have no objection to 
an order requiring that it report to 
this commission any proposed sale of 
common stock to the public and secure 
commission approval for the terms of 
such sale. So much for sales to the 
public. 

What is involved here is the issue 
of common stock pro rata to existing 
stockholders and the terms of such 
issue. If the company follows its pro- 
posed plan, it would raise practically 
all of its needed capital by the issue of 
$100 par value common stock to exist- 
ing stockholders pro rata in exchange 
for $100 per share. In such a plan 
there is involved no fraud or sinister 
implication. No matter what is the 
market for the Carolina Telephone 
and Telegraph Company common 
stock and no matter what is its 
actual value, the equity value of 
the company is the sole _ prop- 


erty of the common. stockholders. 
There is no bonus or gift to a stock- 
holder if he subscribes pro rata to the 
stock of his own corporation at any 
price. There is nothing sinister about 
a stock split, a stock “bonus,” or a 
“partial stock bonus.” There is 
nothing sinister about issuing com- 
mon stock pro rata to existing stock- 
holders at par. So there is no moral 
question involved here. 

There is involved only the very 
practical question whether the corpo- 
ration should raise its needed equity 
capital by the sure method of common 
stock issue pro rata to its existing 
common stockholders at par or by the 
more doubtful method of the issue to 
stockholders and the sale to the public 
at $125. The sureness of success of 
the par issue is clear. What is the 
degree of doubt as to the success of a 
$125 issue is a matter about which 
opinions do and will differ. It would 
seem that basically the decision is one 
for corporate management. The 
management of a corporation has the 
sole responsibility for raising the 
capital. The state does not assume 
any responsibility whatever for the 
raising of capital. Then corporate 
management should not be interfered 
with unless its decision threatens clear 
and serious damage to the public. So 
let us see how and in what respect the 
public can be damaged by the issue 
of common stock pro rata to existing 
stockholders at par compared with the 
issue and sale to stockholders and out- 
siders at $125. 

The company insists that the only 
question is’ which is the most certain 
way to raise the money and it says that 
that is a question for corporate deci- 
sion, if within reason, and that history 
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has shown that the surest and safest 
way to raise the money is by pro rata 
subscription at par. The majority of 
this commission says that the public 
is hurt if the corporation consum- 
mates its plan to raise $6,664,000 b° 
the issue to existing stockholders pro 
rata at par of 66,640 shares of com- 
mon stock when the corporation could 
issue that stock to stockholders and 
sell it to the public for the sum of $8,- 
330,000 (less such substantial under- 
writing expense as would be incurred). 
The majority says that the failure of 
the corporation to secure additional 
money by the issue of the same num- 
ber of shares at a premium is notable 
damage to the public. 

Here again, in searching for any 
possible damage to the public, it is 
well to eliminate some confusing argu- 
ments. The extent or the quality of 
the telephone service is not involved. 
The additional money raised by the 
sale of stock at $125 will not mean the 
acceleration of the installation of new 
telephones or the improvement of ex- 
isting service. It appears clearly in 
the record from the principal witness 
for the state that the existence of un- 
filled applications for new telephones 
or for the upgrading of service was 
not due to the lack of company dollars. 
Rather it was due to the rapidity of 
growth of population and business in 
eastern North Carolina, and _ limita- 
tions of available labor and available 
materials, and the need for a reason- 
ably economical expenditure program. 
There is nothing in the record to sup- 
port in any way a conclusion that any 
additional sum of money arising from 
the sale of stock at a premium would 
or could speed up the company’s con- 
struction program. Under a $100 per 


share stock issue or a $125 per share 
sale, the construction program will 
proceed in precisely the same way. 

The solvency or the credit of the 
company is not an issue. The failure 
to secure additional money from the 
sale of stock at a premium will not 
affect adversely the solvency or the 
credit of the company. The record is 
conclusive to the effect that the com- 
pany has had no difficulty in raising 
equity capital in the past by the issue 
of stock to stockholders pro rata at 
par. Ifthe company should need more 
equity capital now or in the future, it 
can issue more common stock to its 
stockholders pro rata at par. The 
testimony at all of the hearings is to 
the effect that the credit of the com- 
pany will be well served by continuing 
the time-proven course of raising 
equity capital from existing stock- 
holders. 

The real issue in this case is this: 
Does the raising of equity capital by 
the issue of new stock to existing 
stockholders pro rata at par, rather 
than at a premium, have any effect or 
does it threaten to have any effect on 
subscriber rates ? 

Telephone rates depend upon two 
things: 

(1) What is the proper rate base, 
and 

(2) What is a fair rate of return on 
that rate base. 

We now know—we have just been 
told in no uncertain terms—that the 
proper rate base is the fair value of 
the property of the utility devoted to 
the public service. It seems as clear 
as can be that the number of shares of 
stock outstanding can have nothing 
whatever to do with the fair value of 
the physical plant. It cannot make any 
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difference in the value of the physical 
plant how the dollars with which con- 
struction was financed were acquired. 
The rate base will be exactly the same 
whether the new equity money is 
raised by the company by the issue of 
stock pro rata at $100 per share or by 
the sale of stock at $125 per share. 
There can be no “free money” in the 
rate base. The use of the term “free 
money”’ is calculated to create an illu- 
sion. If a share of stock of $100 par 
value is sold for $125 and if the $25 
of premium is put to work by the 
company—put into its plant construc- 
tion—then the company is legally en- 
titled to a fair return on the fair value 
of that part of the plant constructed 
by each of those $25 which is precisely 
the same as the fair return on every 
other part of the plant value. The 
fact that part of the plant may have 
been constructed by dollars obtained 
by the sale of stock at a premium can- 
not justify any contention that the 
premium dollars are to work for the 
ratepayers free. 


Then the only question remaining 
is this: Does the fair rate of return 
depend upon the number of shares of 
outstanding common capital stock? 

That is the vital point of this case. 
After months of study and preparation 
the state presented as its principal wit- 
ness, in opposition to the company’s 
proposal with respect to this common 
stock issue, Mr. V. L. Choate. Mr. 
Choate made it clear that the prime 
objection to the issue of the stock at 
par was the “necessity facing the com- 
mission of providing rates to support 
an $8 dividend.” It was Mr. Choate’s 
theory that the dividend rate on com- 
mon stock was “fixed,” that the rate- 
payers must pay rates sufficient to en- 


able the company to pay an $8 divi- 
dend on each share of its outstanding 
common capital stock and to pass a 
reasonable amount of money to sur- 
plus. If this theory is sound, then, 
of course, it must follow that the great- 
er the number of shares on which the 
$8 dividend must be paid, the greater 
is the burden on the ratepayers. 

The theory of the state’s witness and 
the theory of the majority opinion in 
this case is bottomed on the necessity 
to “service” the common capital 
stock with an $8 dividend just as 
bonds are “serviced.” The theory of 
state’s witness Choate is clearly set 
forth in his testimony under cross- 
examination found in the transcript of 
the August hearing, pages 129 and 
130, as follows: 


Q.. . . Now, I understand that 
your sole comment upon the damage 
to the ratepayer out of the issuance at 
par arose out of your stated conclu- 
sion that with the fewer number of 
shares resulting upon the issue at a 
price above par, there would be less 
money required to pay an $8 dividend 
on each share? 

A. That also would follow, yes. 

Q. Well, of course, it would follow 
that it would require less money to pay 
an $8 dividend on fewer number of 
shares? 

A, Yes, sir. 

Q. But how does it follow that 
there is a requirement to pay an $8 
dividend ? 

A. Well dividends on either pre- 
ferred or common stock, of course, are 
only payable if and when declared by 
the company’s board of directors at a 
specific rate of dividend, in a case of 
common stock, but this company has, 
according to my information, an un- 
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broken dividend record starting in 
1913 with $10 a share, through the 
year 1936. Beginning in 1937 and 
continuing until the present time, it 
has had an unbroken $8 dividend rec- 
ord. In my opinion, with a dividend 
record such as that for some forty-one 
years, it appears to me that the divi- 
dend rate is fixed at $8. 

Q. Have you discussed that with 
the commission ? 

A. No, sir, I have not. 

Q. You are the commission’s ex- 
pert? 

A. Iam the director of accounting. 

Q. And it’s your -onclusion that 
the prime reason for requiring that 
this stock be issued at more than par 
is the necessity facing the commission 
of providing rates to support an $8 
dividend? 

A, That is the prime objection, 
personally, that I have to it, yes. 


That theory cannot be sound. 

I think it unwise and dangerous to 
proceed to adjudicate this case on the 
hypothesis that dividend rates on com- 
mon stock are ever fixed or that the 
number of shares of common stock has 
anything to do with the rate of return; 
or that the ratepayers must provide 
funds sufficient to “service” common 
capital stock at any “fixed” rate of 
dividend. 

When the North Carolina legisla- 
ture originally enacted Chap 164, Pub- 
lic Laws of 1889, specifying how rates 
should be made, which section is now 
found as GS 62-124, it adopted 
almost word for word what the Su- 
preme Court of the United States had 
set forth as the standard for rate mak- 
ing in Smyth v. Ames (1898) 169 US 
466, 42 L ed 819, 18 S Ct 418. But 
the Smyth v. Ames formula had one 


element which the North Carolina 
legislature omitted. That element as 
set forth in Smyth v. Ames was “the 
amount and market value of its bonds 
and stock.” So the North Carolina 
legislature eliminated from considera- 
tion this item. 

It appears to me that it is not only 
unsound but that it is very dangerous 
for a state regulatory body to base its 
action in an important case on the 
expressed concession in its formal 
opinion that the ratepayers should and 
must pay rates sufficient to enable the 
utility to pay an $8 dividend and pass 
a reasonable amount to surplus. 

If the Carolina Telephone and Tele- 
graph Company markets 66,640 
shares of its common capital stock at 
$125 per share pursuant to the major- 
ity opinion in this case, then has not 
the state of North Carolina made rep- 
resentations to those who purchase the 
stock at that figure: 

(1) That that stock is reasonably 
worth not less than $125 per share, 
and 

(2) That the state will approve 
and authorize rates reasonably de- 
signed to produce sufficient funds to 
enable the company to pay an $8 so- 
called “fixed” dividend and pass a rea- 
sonable amount to surplus? 

There is now pending on the docket 
of this commission a case involving all 
of the rates of the Carolina Telephone 
and Telegraph Company; involving a 
contention by the company that rates 
should be raised and a contention by 
the state that the rates should be low- 
ered; and involving, under mandate 
of the supreme court of North Caro- 
lina, a determination by this commis- 
sion as to what is the fair value of 
the property of the Carolina Telephone 
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and Telegraph Company devoted to 
the public service. I deem it unwise 
and unwarranted at this date and in 
the absence of proof as to fair value, 
for this commission to say that the 
basic value of the property of the Car- 
olina Telephone and Telegraph Com- 
pany is such that each share of its 
capital stock is worth not less than 
$125. But that is what the majority 
opinion appears to say. 

I deem it unwise and dangerous and 
unwarranted for this commission to 
assume, and to base an opinion on that 
assumption, that Carolina Telephone 
and Telegraph Company has a “‘fixed” 
dividend rate of not less than $8 and 


that the commission should fix rates 
reasonably calculated to produce for 
the company an amount of money suf- 
ficient to pay any fixed dividend and 
pass a reasonable amount to surplus. 

To state my conclusion very briefly, 
I think that the number of shares of 
common capital stock outstanding has 
nothing to do with either a fair value 
rate base, or the fair rate of return on 
that fair value rate base. I think that 
the majority opinion has failed to 
point out any respect in which the pub- 
lic will be harmed by the consumma- 
tion of the company’s plan to offer 
stock to its stockholders at par. 











NEW YORK SUPREME COURT, APPELLATE DIVISION, 
THIRD DEPARTMENT 


Trustees of Sailors? Snug Harbor 


Benjamin F. Feinberg et al. Constituting 
New York Public Service Commission 


Consolidated Edison Company of New York, Inc., additional respondent 


— App Div —, 135 NYS2d 110 
November 18, 1954 


EVIEW of commission order disallowing landlord’s applica- 
tion to submeter and resell electricity to commercial ten- 
ants; affirmed. 


Service, § 170 — Submetering — Electricity. 
1. The right of a landlord to resell electricity to commercial tenants under 
a commission regulation allowing resale to continue only at premises sub- 
metered and reselling at the cut-off date terminates when old submetered 
buildings are demolished and replaced by new structures, p. 159. 


Discrimination, § 207 — Submetering — Electricity. 
2. The commission’s refusal to allow a tenant’ to resell electricity in a new 
building which had replaced an old submetered building, under a regulation 
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terminating the practice of resale by landlords to commercial tenants but 
allowing premises reselling at the cut-off date to continue so doing, is not 
discriminatory where other new buildings where resale had been permitted 
are shown to have been structures designed for submetering and well on the 
way to completion at the cut-off date, p. 159. 


Service, § 170 — Submetering — Electricity. 


3. A commission regulation terminating the practice of submetering and 
reselling electricity by landlords to commercial tenants does not prohibit 
submetering where the utility itself is unable to furnish direct service to 


the consumer, p. 160. 


APPEARANCES: Chambers, Clare 
& Gibson, New York city (Walter E. 
Warner, Jr., and F. Davis Gardner, 
New York city, of counsel), for peti- 
tioner-appellant; Joseph J. Doran, 
Albany, Benjamin F. Feinberg et al., 
and the Public Service Commission of 
State of New York (George H. Ken- 
ny and Charles R. Gibson, Albany, of 
counsel), for respondents; Whitman, 
Ransom & Coulson, New York city 
(Colley E. Williams and Arthur L. 
Webber, New York city, of counsel), 
for respondent Consolidated Edison 
Co. of New York, Inc. 


Before Bergan, JP., and Coon, 
Halpern, Imrie, and Zeller, JJ. 


BerGAN, J.: In 1951 the public 
service commission terminated gener- 
ally the practice of submetered resale 
ot electric current by landlords to com- 
mercial tenants in New York city; 
but it allowed such resale to continue 
“at premises” where it had been car- 
ried on on July 31st of that year. 
Other questions arise in the proceed- 
ing before us, but the main one is to 
determine through what physical per- 
mutations in the structures on land 
the right to resell electricity “at prem- 
ises” survives. 

The corporate petitioner Trustees 
of Sailors’ Snug Harbor is the owner 
of extensive land in the city of New 
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York. It petitioned the public service 
commission on July 11, 1952, for a 
determination the effect of which 
would have been to permit the peti- 
tioner to resell electricity bought by it 
from Consolidated Edison Company 
to its tenant at a new structure to be 
constructed at 761-765 Broadway. 
The public service commission ruled 
adversely to the application and this 
proceeding reviews that determina- 
tion. 

For some twenty-five years the peti- 
tioner had been selling to its tenants in 
the former structures at 761-765 
Broadway electricity furnished it by 
the public utility and the buildings had 
been submetered for this purpose. It 
was doing this on July 31, 1951, the 
cut-off date of the exception to the 
1951 regulation against resale of elec- 
tricity by a nonutility landlord. 

The record indicates that at these 
structures and in the rest of the block, 
which petitioner also owns, it was sub- 
metering and furnishing electricity in 
a total of some 42 buildings. We are 
directly concerned in this proceeding, 
however, only with the former build- 
ings and the new construction located 
at 761-765 Broadway. As to the 
land and structures existing in July, 
1951, it is conceded that the petitioner 
had the right to continue to sell elec- 
tricity to nonresidential tenants under 
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the exception in the commission’s 
regulation. 

The landlord has, however, entered 
into a lease of premises 761-765 
Broadway, which requires the tenant 
to demolish all the structures at those 
street numbers and to erect an entire- 
ly new building which will contain, in 
the language of petitioner’s brief, 
“substantially increased commercial 
and residential space.” The lease 
contemplates the sale of electricity by 
the petitioner to the tenant and the 
submetering and sale by the tenant to 
its commercial subtenants. 

The old buildings were taken down 
late in 1951; for a short time in 1952 
the land was used as a parking area in 
which electricity was supplied through 
petitioner ; but in June, 1952, the land 
became entirely vacant and no elec- 
tricity was being supplied there by the 
petitioner at the time of the hearing 
before the commission. 


The petitioner argues that it has the 
right to submeter the new building and 
sell electricity to its tenant therein for 
use of nonresidential subtenants be- 
cause the new building as well as the 
old ones are deemed to be the same 
“premises” at which on July 31, 1951, 
petitioner was supplying electricity 
under the exception allowed in the 
general order of the commission. 

In professional conception the word 
“premises” usually means a location 
on land. It includes a structure, if 
there is one, and the area within and 
without such a structure; but its use 
has not always been confined to those 
appurtenances in or relating to the 
structure which are technically part of 
the realty itself. Warner Bros. Pic- 
tures v. Southern Tier Theatre Co. 
(1952) 279 App Div 309, 109 NYS 


2d 781; Gardner v. Bentley (1944) 
183 Misc 406, 47 NYS2d 746. While 
“premises” would seem always to refer 
to a location on land, it need not neces- 
sarily mean the land itself, Proctor 
(F. F.) Troy Properties Co. v. Dugan 
Store (1920) 191 App Div 685, 688, 
181 NYS 786. It is not easy to con- 
ceive of using the word to mean land 
wholly vacant ; because it seems to im- 
ply the utilization as well as the exist- 
ence of the location to which it refers; 
but that the word has been treated as 
having some variability and latitude 
in legal meaning was recognized and 
discussed in the Proctor Troy Prop- 
erties Case, supra, 191 App Div at p. 
688, 181 NYS at p. 788. 


There can be little doubt that for 
some purposes and in certain legal 
utilizations the location at 761-765 
Broadway would be treated as the 
same “premises,” considering the old 
buildings and considering the new one. 
Street numbering is one that comes 
readily to mind. But for other pur- 
poses it would be perfectly clear that 
a man referring to the “premises” lo- 
cated there when the old buildings 
stood on the land would not mean the 
new and modern structure which re- 
placed them. Concepts relating to 
health regulations, sanitation, rental, 
and a host of others would conceive of 
the “premises” then and now as some- 
thing quite different, even though 
both the old structures and the new 
one occupy the same location. 


Where there is an area for differ- 
ence of definition, as lawyers might 
look at the question, we are not pre- 
pared to hold readily that the public 
service commission was unreasonable 
in the way it construed its own order 
or to hold on such a point that there 
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should be an annulment of its determi- 
nation for thinking and holding one 
view or the other. 

It is helpful in touching on the rea- 
sonableness of the action of the com- 
mission to look at the broad context 
of the tariff in which the word “prem- 
ises” appears, and at its underlying 
purpose. The commission was termi- 
nating submetering by landlords and 
the metered sale of electricity by them 
to commercial tenants. Resale to 
residential tenants had previously 
been terminated. 

It was recognized both that there 
had been an earlier favorable view of 
submetering in New York as being in 
the public interest, and it was observed 
that there were many instances in 
which substantial investment in the 
way of wiring and installation of other 
equipment which might be destroyed 
by imposing an inflexible termination 
date. But it was equally clear that for 
the future and in truly new uses resale 
of electricity and submetering would 
be replaced, and ultimately entirely re- 
placed, by a direct service relationship 
between the consumer and the public 
utility as a matter of public policy. 

The tariff provision of the Consoli- 
dated Edison Company filed in pursu- 
ance to the commission’s direction 
was that “electric service will not be 
supplied for resale 
except to customers at premises who 
engaged in resale on July 31, 
1951.” The reasonableness of the 
general prohibition was reviewed here 
and sustained in Campo Corp. v. Fein- 
berg (1952) 279 App Div 302, 93 
PUR NS 53, 110 NYS2d 250, af- 
firmed (1952) 303 NY 995, 106 NE 
2d 70. 

The hardships which the commission 
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sought to cushion were those related 
to the investment in structures spe- 
cially equipped for submetering ; it was 
reasonable that as to such landlords 
the effect of prohibiting resale through 
submetering be postponed; but the 
purpose to eliminate the practice gen- 
erally is manifest from the tariffs filed 
and was well within the power of the 
commission, as this court found. 

There is nothing about land alone 
which would require such an excep- 
tion or that would give the exception 
logical justification. The need for the 
exception arises from the adaptation 
of existing structures to a special use. 
When the structure is gone and the 
land is vacant; or when the structure 
is gone and replaced by another there 
is nothing remaining about the “prem- 
ises” which would require protection 
to former private arrangements for 
the sale of electricity. 


[1] The old arrangements in such 
a case have been eliminated and the 
new ones can be laid out to meet the 
new conditions. To hold that the 
owner of vacant land would always 
automatically and invariably come 
within the exception if he had sold 
electricity to tenants on July 31, 1951, 
would open the way to radical exten- 
sion of the right to submeter and re- 
sale in larger structures and to tenant 
groups of greater magnitude than 
those previously served. The regula- 
tion ought not necessarily to be con- 
strued that way; and it seems to us 
reasonable to rule, as the commission 
has, that the right of petitioner to sell 
electricity at the “premises” 761-765 
Broadway terminated when the old 
buildings were demolished and re- 
placed by the new one. 

[2] The commission has, however, 
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retained the right to permit resale of 
electricity and remetering under the 
tariff even though the landlord was 
not reselling electricity to tenants on 
the cut-off date. The tariff opens 
with the proviso “unless otherwise 
ordered by the public service commis- 
sion.” Petitioner makes the additional 
point in this proceeding that because of 
permission granted by the commission 
to submeter electricity in certain other 
instances, the determination not to 
allow the petitioner to submeter and 
resell is discriminatory. 

When the instances cited are exam- 
ined, however, it will be seen that in 
each case a structure designed for sub- 
metering was well on the way to com- 
pletion at the cut-off date and that the 
same injustices which led to the ap- 
proval of the exception would have 
been applicable to the owners of those 
structures. Petitioner’s land was va- 
cant almost a year after the cut-off 
date in July, 1951. 

[3] Petitioner also argues that the 


permission given to the Port of New 
York Authority to submeter at Idle- 
wild airport aids its contention of dis- 
crimination ; but only the most tenuous 
analogy could bring petitioner’s situa- 
tion close to that at Idlewild. There 
many miles of wire and other dis- 
tribution facilities were owned by the 
Authority; and the utility could not 
be required to render direct service 
through these facilities, or as a prac- 
tical matter be required to build par- 
allel installations. The tariff was not 
intended to prohibit submetering where 
the utility itself was unable to furnish 
direct service to the consumer. 

The order of the commission should 
be confirmed with $50 costs; and the 
order of special term which makes 
certain directions as to the return 
should be affirmed with $10 costs. 

Determination of the public service 
commission confirmed, with $50 costs ; 
and the order of the special term af- 
firmed, with $10 costs. 
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DELTA-STAR | Uni-Tray | Cableways 


for control and power cables, instrument piping 


Delta-Star’s new UNI-TRAY expanded metal EVN SEN WERENT ig tata a Ls ea 7 OG 
cableways offer you improved support for 


your control and power cables, and instru- 
ment piping. 

The complete UNI-TRAY system provides — 
standard fittings for any change of direct- 
ion or offset in either horizontal or verti- || 
cal plane—all fittings needed to erect a : 
complete “customized” installation. Covers (333352) 
are also available. ia 45° Horizontal 

Sections are made of durable, non-cor- aa 
roding expanded metal—a choice of stand- 
ard hot galvanized steel or aluminum. 
Expanded metal improves the current rat- 

ing of conductors, prevents collection of : : : 

water and dirt, is lightweight and strong. —__ Horizontal Plane Cross Horizontal Plane Wye jane eyeutical 
_ Installation is simple, requiring only the , Outside Bend 
use of nuts, bolts and a wrench. 

The same exacting engineering, skilled 
workmanship and quality materials for 
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For the best in electrical equipment —specify DELTA-STAR 


DELTA-STAR ELECTRIC DIVISION 


HKP H. K. PORTER COMPANY, INC. 
OF PITTSBURGH 


——— 2437 Fulton Street * Chicago 12, Illinois 
District Offices in Principal Cities 
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Service-Utility body 
lockers are triple-sealed 
against dirt and moisture. 
Doors are fitted with 
recessed handles, slam- 
action catches, and keyed- 
alike cylindrical locks for 
full protection. Ladder 
racks, vise brackets, and 
pipe supports also avail- 
able. Factory-installed on 
nine models, three wheel- 
bases, in GVW ratings 
from 4,200 to 8,600 Ibs. 




























Cuts time on the job- 
saves money all around ! 


An INTERNATIONAL Truck with Service- 
Utility body is the world’s finest time and 
money-saver for everyone who has to take 
tools, parts, or equipment from shop to job. 

The Service-Utility body provides all-steel 
lockers, with compartments of varying sizes, 
for orderly storage and convenient use of every 
needed item — eliminates the costly mileage 
and wage expense caused by unnecessary job- 
to-shop trips. 

And INTERNATIONAL Truck quality further 
lowers costs. Famous INTERNATIONAL engines 
assure top performance with maximum econ- 
omy. INTERNATIONAL Tough-Job engineering 


International Harvester Builds MCCORMICK® Farm Equipment and FARMALL® Tractois...Motor Trucks... Industrial Power...Refrigerators and Freezets 


See the season’‘s new TV hit,’The Halls of Ivy,” with Ronald Colman and Benita Hume, Tuesdays, CBS-TV, 8:30 p.m.,E5 


INTERNATIONAL TRUCKS 


and all-truck design mean utmost dependabil- 
ity, long life, and lowest maintenance expense. 


Plus all this you can have greater driver 
comfort, greater performance and economy 
with newest INTERNATIONAL features. Over- 
drive transmission is a low-cost option on these 
models. And all light-duty models are avail: 
able with new automatic transmission and 
power steering at low extra cost. 


Ask your INTERNATIONAL Dealer or Branch 
for complete details on these time-saving, cost: 
cutting trucks — today! 


INTERNATIONAL HARVESTER COMPANY @ CHICAGO 








"Standard of the Highway 
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Jersey Central Pwr. & Lt. 
Has $18,529,000 Program 


EXPENDITURES of $18,529,000 
for the construction of new facilities 
are contemplated by the Jersey Cen- 
tral Power & Light Company in 1955 
to stay ahead of the increasing serv- 
ice requirements of the area it serves. 
This is about $1 million more than 
was spent by the company in 1954 for 
expansion of service facilities. 

Included in the record budget fig- 
ure announced by E. H. Werner, 
president, was the amount of $6,278,- 
000 to be used for the completion of 
the $25,000,000 addition to the Rari- 
tan river generating station sched- 
uled to go into operation early this 
year. 

More than $5,530,000 of the total 
will be spent for new transmission fa- 
cilities, among which will be a new 
115,000 volt transmission line from 
the Raritan river station at Sayreville 
to Ocean county. 

Distribution facilities will require 
more than $6,116,000 and $603,000 
will be set aside for minor construc- 
tion projects. 

In addition to major projects, funds 
have been allocated for substations, 
transformers, right-of-way acquisi- 
tions, street light installations, and 
other related equipment. 


Georgia Power Plans $32,000,000 
Construction Program 


A $32,000,000 construction program 
for 1955 which includes another 100,- 
000-kilowatt steam-electric generat- 
ing unit at plant Yates, and prelim- 
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inary exploration and design of the 
48,000-kilowatt Clapp’s Factory dam 
fand hydroelectric plant at Columbus, 
pwas announced by the Georgia Pow- 
mer Company recently. The amount to 
Pbe spent for new construction in 1955 
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is approximately the same as was 
spent in 1954. 

The largest item in the budget for 
generating plant construction will be 
the expenditure of more than $3,000,- 
000 to complete the third 100,000- 
kilowatt unit at plant Hammond near 
Rome. The first two 100,000-kilowatt 
units were placed in operation there 
in 1954. Two hydroelectric units of 
5,000 kilowatts each will be installed 
in the Goat Rock dam above Colum- 
bus. Total funds allocated for gen- 
erating plant construction exceed $7,- 
500,000. 

The company plans to construct 
344 miles of new transmission lines 
with related substations, at a cost of 
more than $8,700,000. More than 
$15,000,000 has been allocated by the 
company for the expansion and im- 
provement of its electrical distribu- 
tion system, including additions to 
serve 21,000 new customers. 


Bulletin Describes Koenig 
Wreckers and Road Service 
Equipment 


KOENIG Iron Works has issued 
bulletin No. 155 describing its wreck- 
ers and road service equipment for all 
Willys 4-wheel-drive trucks and 
jeeps. According to the folder, the 
wreckers are “designed to give 
prompt, trouble-free road service any- 
where, profitably and safely, from a 
firm push by the front push plate or 
quick inflation of a tire, to recover- 
ing and lifting any disabled automo- 
bile or truck, up to and including 1- 
ton capacity, with wrecker attach- 
ment and towing it to where major 
service facilities are available.” 
Detailed descriptions are contained 
in the folder of the individual pieces 
of equipment which comprise the com- 
plete Koenig wrecker unit. The folder 
points out that “the Koenig wrecker 





with service equipment is the only 
complete service station unit on the 
market today of which each specific 
piece of equipment can be purchased 
and used separately.” 

Copies of the bulletin may be ob- 
tained from the manufacturer, Koenig 
Iron Works, 2214 Washington ave- 
nue, Houston, Texas. 


Rust Names C. D. McCoy 
New York Manager and 
International Director 


C. DANA McCOY has been named 
New York manager and international 
director of The Rust Engineering 
Company, it was announced recently. 

Prior to recently joining the Rust 
organization, Mr. McCoy was direc- 
tor, international division, of the Fos- 
ter Wheeler Corporation, specializing 
in the planning of engineering and 
contracting for complete processing 
plants, and the co6rdination of eco- 
nomics, financing, and engineering 
for many large chemical, petroleum, 
and synthetics projects abroad. Pre- 
ceding that appointment in 1950 he 
was export manager for Foster 
Wheeler, and had been associated 
with the corporation for twenty years 
in engineering, construction, and 
general sales. 

Mr. McCoy will make his head- 
quarters in The Rust Engineering 
Company’s office at 60 Fast 42nd 
street, New York City. 


“Electric Brain" to Be Installed 
By Commonwealth Edison for 
Handling Billing 
AN electronic computer that has a 
memory and is capable of making de- 
cisions as well as working out compli- 
cated mathematical problems will be 
installed this summer by Common- 
(Continued on page 24) 
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“We've had 17 years of excellent performance 
on 500 jobs by Clevelands,” says 9-time owner 


FRANK BEACH, General Engineer- 
ing Contractor of Concord, Calif. 
bought his first Cleveland in 1937. 
Since then he has bought 8 more 
Clevelands and has done over 500 
trenching jobs of all kinds with 
them. Mr. Beach uses only one word 
to comment on the performance of 
his Clevelands —“Excellent.” 


Shown above is one of two Cleve- 
lands he used to cut 7,000 feet of 
trench, 2 feet wide by 412 to 512 
feet deep, for the relocation of a 
6-inch domestic water line for the 
city of Martinez, Calif. in the 
Pleasant Hill area of Contra Costa 
County, in rough-graded terrain 
and adobe soil. 

The job called for some careful, 
accurate, stop-and-go digging along- 
side an existing 6-inch transite 


water line. In conditions like these, 
where a trencher must pick its way 
through numerous obstructions, 
Cleveland’s famous multi-speed 
transmission, providing more than 
30 useful digging speeds—always 
under finger tip control by the 
operator—was a big advantage. 


Equally important for profitable 
trenching operations are the many 
other recognized advantages of 
Clevelands. Full-crawler maneuver- 
ability, compactness, versatility, 
dependability, fast, safe portability 
—these are just a few of the many 
reasons why Clevelands will give 
you the same excellent performance 
they have given Frank Beach for 
over 17 years. And they’re . 


Good & Everywhere. 


Write for Full Line Cleveland Bulletin or see your Local Distributor 


THE CLEVELAND TRENCHER COMPANY « 20100 St. Clair Ave., Cleveland 17, Ohio 
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wealth Edison Company, Chicago. 
According to the announcement, the 
“Electric Brain” will be the first to be 
put into service by a public utility 
company anywhere in the country. 

The system is actually a number of 
interconnected units that read and 
write as well as multiply, divide, add 
and subtract. The units are all inter- 
connected by under-the-floor cables. 
One man, sitting at a console, will 
have complete control over the equip- 
ment as assistants put on and take off 
rolls of magnetic tape, feed in paper 
stock and take away completed elec- 
tric bills. 

The Brain can read at the rate of 
a full-length novel in six seconds— 
and not miss a single letter in any 
word. j 

It can multiply faster than a person 
could write down the figures involved. 
For example, it will multiply 7,243,- 
986,493 by 9,233,657,199 in four- 
thousandths of a second. 

The Brain’s secret weapon is its 
memory cells. Recorded on magnetic 
tape are massive amounts of informa- 
tion. It will remember the past record 
of a customer’s bills and if the one it 
just computed seems too high or too 
low it will decide that maybe a new 
meter reading should be taken be- 
cause something is wrong. 

Or it will remember that customer 
“A” didn’t pay his bill last month and 
call for the amount still owed and 
add it to the new amount to show the 
total due. 

The Brain, known as “IBM 
Electronic Data-Processing Machine, 
Type 702,” is being built by Interna- 
tional Business Machines Corpora- 
tion. 

Initially, the system will be used to 
compute and print electric bills for 
approximately 1,800,000 customers of 
Commonwealth and its Public Serv- 
ice Company Division. It will speed 
up the processing of bills so that they 
will be in the mail within two days 
after meter readings instead of the 
five days now required. 

Willis Gale, Edison chairman, esti- 
mates that the machine will result in 
savings of about $750,000 annually 
(before federal income taxes.) By 
concentrating practically all of the 
standard bill processing in the ma- 
chine, it is estimated that the number 
of employees required for this work 
can be reduced from the present 470 
to approximately 270. All employees 
in the department not required for 
the new operation will be transferred 
to other work. 

As the Brain gets accustomed to 

(Continued on page 26) 
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What... where...is your power plant problem? 











Fd 


/ 









B UVERNSAMANGE | AWALD 
fi j 


CONSTRUCTION BUDGET 
boy f 
rd 


FINANCIAL STRUCTURE 


LOAD FORECAST 


Get our booklet— 
no obligation 
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If you can use... 


* Consulting Engineering and Power 
Plant Design Service .. . 





* Financial Advisory Service... 


® Stock Transfer and Dividend 
Disbursement Service... 


Pioneer Service & Engineering Co. 


231 South LaSalle Street . Chicago, IIlinois 


* Purchasing and Expediting 
Service... 

* Insurance, Rate, Accounting and 
Tax Advisory Service... 

* Forecast, Load Study and Per- 
formance Analysis Service . . . 
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its work—or to put it more accurate- 
ly, as the operators get accustomed to 
the Brain—it will take on additional 
work, possibly paycheck writing and 
inventory control. 


$96,000,000 Budget Set 
By Alabama Power 
L. M. SMITH, president of Alabama 
Power Company, recently gave de- 
tails of the company’s $96,000,000 op- 


erating and construction budgets just 
approved for 1955, and expressed a 
viewpoint with respect to develop- 
ments in Alabama during the next 
ten years. “Our present generating ca- 
pacity,” he said, “is 1,379,700 kilo- 
watts—a little more than double what 
it was at the end of World War II, 
less than ten years ago. During the 
next ten years we expect the use of 
electricity in our service area to 
double again. 








NEW ISSUES 


This announcement is neither an offer to sell nor a solicitation of an offer 
to buy any of these securities. The offering is made only by the Prospectus. 


American Water Works Company, Inc. 


225,000 Shares 


Cumulative Preferred Stock, 514% Series 
(Par Value $25 per Share) 


Price $25 per Share 


Plus accrued dividend from date of issue 


February 9, 1955 





forth in the Prospectus. 


W. C. Langley & Co. 


W. E. Hutton & Co. 








540,894 Shares 


Common Stock 
(Par Value $5 per Share) 


The Company is offering to the holders of its Common Stock the 
right, evidenced by transferable Warrants, to subscribe at $9.50 
per share for the above shares of Common Stock at the rate of 1 
share for each 5 shares of Common Stock held of record February 
8, 1955. Northeastern Water Company has advised the Company 
that its Rights to subscribe for 325,000 Shares of the above Com- 
mon Stock will be exercised. Subscription Warrants will expire at 
3:30 P.M., Eastern Standard Time, on February 23, 1955. 


The several Underwriters have agreed, subject to certain condi- 
tions, to purchase any unsubscribed shares and, both during and 
following the subscription period, may offer Common Stock as set 


The Prospectus relating to the Preferred Stock, or the Prospec- 
tus relating to the Common Stock, or both, may be obtained in 
any State from only such of the several Underwriters, including 
the undersigned, as may legally distribute them in such State. 


The First Boston Corporation 
Glore, Forgan & Co. Hemphill, Noyes & Co. Hornblower & Weeks 
Paine, Webber, Jackson & Curtis 


Stone & Webster Securities Corporation 


White, Weld & Co. 
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“The generating plants to be built 
by the company during the next ten 
years will be both steam and hydro. 
We estimate for this period the need 
for a million kilowatts of new ¢a- 
pacity.” 

The construction budget for 1955 
is set at $35,000,000. ; 


General Telephone of Northwest 
Reviews 1954 Progress 


GENERAL Telephone Company of 
the Northwest last year spent nearly 
23 million dollars on improving and 
expanding telephone facilities in its 
three-state operating area, according 
to W. R. Jarmon, president. 

Biggest project completed by the 
company during 1954 was the con- 
version of its Wenatchee exchange to 
dial operation and the inauguration 
in Wenatchee and eight surrounding 
towns of General of the Northwest's 
third customer toll dialing network. 

The second-largest project from a 
cost standpoint was the conversion of 
St. Maries, Idaho, to dial operation 
and the linking of St. Maries and 
nearby Harrison with the Coeur 
d’Alene customer toll dialing network, 
which now provides self-dialing fa- 
cilities for station long-distance calls 
between ten communities in Idaho 
plus one-way dialing to Spokane. 

General of the Northwest now 
serves more than 56,000 telephones 
in central and eastern Washington, 
northern Idaho and _ northwestern 
Montana. Some 3,300 new telephones 
were added during 1954, the largest 
annual increase in the number of tele- 
phones served since 1949, 

Mr. Jarmon disclosed that plans for 
1955 include the conversion of the 
company’s Kennewick exchange with 
4,500 telephones to dial operation, as 
well as the conversion to dial service 
of the company’s remaining magneto 
exchanges located at Deary, Idaho 
and Reardan, Farmington, Hunters 
and Kettle Falls, Washington involv- 
ing nearly 900 telephones. 


Federal Pacific Names Connor 
Manager, Utility Sales 


WILLIAM E. CONNOR has been 
appointed manager of electric utility 
sales for the middle atlantic sales re- 
gion of Federal Pacific Electric Com- 
pany, Newark, New Jersey, it was an- 
nounced by Robert C. Graves, vice 
president in charge of sales. The mid- 
dle atlantic region, one of the sev- 


(Continued on page 28) 
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Here's Proof of Performance... 





N Ca- A | | 
“a verage annual replacement 
~ of Creosoted poles 
is only 1.3% on thi ld |i 

yf is only 1.3% on this 38-year-old line 
yr and 
in its 
rding @ Keeping pace with the state’s industrial expansion, the Georgia Power 
és Company has invested 238 million dollars in new generating, transmission 
y a: and distribution equipment since the end of World War II. The tremendous 
iar output of this expanded system is 
se to distributed to users on pressure-creo- 
ace soted poles. 
se A. C. Henderson, supervisor of 
vest’s transmission lines, explains, ‘‘We 
work. have tried other types of poles in the 
om a past, but we always go back to pres- 
on of sure-creosoted southern yellow pine.” 
ation Experience has proved pressure- 
: and creosoted poles held replacements to 
oeur a minimum. A 44,000-volt line near 
vork, Atlanta has been in service since 1916. 
y fa- There are 1,159 poles in the line, and 
calls since present record-keeping methods 
daho were begun in 1942, only 166 poles 


e. have been replaced. That’s an aver- 
now | 4 niet ae age annual rate of 1.3% on a line 
now 38 years old. 


1ones 
gton, Long pole life and a low replace- 
stern ment rate like this can be confidently 
1ones expected when poles are pressure- 
rgest treated with Creosote—the preserva- 
tele- tive with proved records of long-term 
performance. 

s for And you'll get best results with 
F the USS Creosote, the uniform product 
with of United States Steel’s tar distilling 
n, as operations. For complete informa- 
rvice tion, contact our nearest Coal Chemi- 
sneto cal sales office or write directly to 
dale United States Steel Corporation, 525 
nters William Penn Place, Pittsburgh 30, 
volv- Pennsylvania. 
nor 

been Cc. C. WHITE is inspecting one of the 38-year-old 
aa pressure-creosoted poles in the 31.6 mile line of 
tility the Georgia Power Company, between Norcross 
Ss re- and Porterdale. 

“om- 

$s an- 

vice 

mid- 

sev- 

4-1872 
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INDUSTRIAL PROGRESS—( Continued ) 


eral sales regions created by Federal 
Pacific to handle their expanding 
sales activities, has headquarters in 
Newark, and is under the supervision 
of regional manager Harry Knudson. 

Previous to joining The Federal 
Pacific organization, Mr. Connor was 
associated since 1942 with the Lehigh 
Navigation Coal Company, Lansford, 
Pennsylvania, where for the last sev- 
en years he was mechanical superin- 
tendent. Prior to that time, he was 
associated with the Westinghouse 
Electric Corporation. 


Kellogg Booklet Describes 
Services to Utility Field 
SPECIFIC services and facilities 
offered to the utility power piping 
field, including fast, accurate meth- 
ods of stress analysis, metallurgical 
research, new welding methods, and 
special heat treatment techniques, are 
described in a new 12-page booklet re- 
cently published by the Fabricated 
Products Division of The M. W. Kel- 
logg Company, a subsidiary of Pull- 

man Incorporated. 

Highlighted are Kellogg’s compre- 
hensive facilities to aid design engi- 
neers in stress and reaction analysis. 
In addition to the Kellogg General 
Method of Flexibility Analysis, there 
exists a Model Tester which is said to 
solve electronically, problems nor- 
mally requiring the solution of 54 
simultaneous equations, and Card 
Program Calculating equipment de- 
signed to reduce costs and time in se- 
curing accurate design data. 

Copies of the booklet may be ob 
tained from the Fabricated Products 
Division, The M. W. Kellogg Com 
pany, 225 Broadway, New York 7, 
New York. 


$1,123,000 Expansion Planned 
By Seattle Gas 


DURING 1954, Seattle Gas Com 
pany’s construction program totalled 
$403,300, including $169,700 of fa- 
cilities preparatory to the utilization 
of natural gas. 

Anticipating the 
natural gas into the 
the directors have approved, since 
January 1, 1955, an initial construc- 
tion program for this year of $1,123,- 
000. Additional projects will be ap- 
proved later in the year. Of this ini- 
tial amount, approximately $800,000 
is for construction of natural gas sup- 
ply lines which will connect with the 
pipeline. 
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introduction of 
system in 1956, 


Kentucky Utilities Has 
$18,741,000 Construction 
Budget 
A CONSTRUCTION budget of 
$18,741,000 to extend and improve 
Kentucky Utilities Company’s elec- 
tric system which serves 211,000 cus- 

tomers was announced recently. 

Largest single expenditure planned 
during the year is almost $8,000,000 
on the first unit of the 100,000-kilo- 
watt E. W. Brown steam electric gen- 
erating station at Dix Dam. A like 
amount is to be spent during 1956 
when the unit is scheduled to begin 
operation. 

Included in the budget are expendi- 
tures of $5,156,000 for extensions and 
improvements in transmission facili- 
ties and $4,590,000 for distribution 
projects. 

R. M. Watt, K.U. president, said 
the 1955 construction expenditures 
will be nearly twice those of 1954. 


New BTC Supplements to 
Hi-Line Hardware Catalog 


FOURTEEN supplementary pages 
for its Hi-Line Hardware Catalog 
have been issued by The Brewer- 
Titchener Corporation, Cortland, N. 
Y., manufacturers of high-voltage 
transmission line hardware. 

The new BTC catalog supplements 
contain blueprints and complete speci- 
fications on revisions and additions to 
the firm’s line of drop-forged steel 
and aluminum hi-line hardware. 

Copies of the new pages may be 
obtained free of charge by writing 
The Brewer-Titchener Corporation, 
Cortland, N. Y. A complete, revised 
copy of the BTC Hi-Line Hardware 
catalog will be sent to all persons re- 
questing it. 


Twenty-eight Utilities on 1955 List 


Of Best Managed Companies 
TWENTY-EIGHT Utilities have 
been awarded a Certificate of Manage- 
ment Excellence for 1954 in the sixth 
annual management survey by the 
American Institute of Management. 

Boston Edison Company, Cleve- 
land Electric Illuminating Company, 
Consolidated Gas Electric Light and 
Power Company of Baltimore, De- 
troit Edison Company, The Montana 
Power Company, Pacific Gas and 
Electric Company, Pennsylvania Pow- 
er & Light Company, Portland Gas & 
Coke Company, The Toledo Edison 
Company, Union Electric Company 
of Missouri, Cincinnati Gas & Elec- 


tric Company, Commonwealth Edison 
Company, Consumers Power Com- 
pany, Iowa-lIllinois Gas and Electric 
Company, The Kansas Power and 
Light Company, Monongahela Power 
Company, Niagara Mohawk Power 
Corporation, Virginia Electric and 
Power Company, Atlantic City Elec- 
tric Company, Columbus and South- 
ern Ohio Electric Company, Georgia 
Power Company, Hartford Electric 
Light Company, Idaho Power Com- 
pany, Ohio Edison Company, Pacific 
Power & Light Company, Southern 
California Edison Company, Tampa 
Electric Company, Washington Gas 
Light Company, are among the 379 
American and Canadian firms receiv- 
ing the management citation after a 
continuing study of the operations of 
thousands of companies. 

In releasing the list, Jackson Mar- 
tindell, president of the non-profit 
foundation, said: 

“The announcement of the manage- 
ment achievements of these 379 com- 
panies is not only to give credit where 
due, but also to further the founding 
purpose of the Institute. That is, to 
penetrate with scientific method what 
makes for management excellence and 
to make those qualities more accessi- 
ble and widely understood by all.” 


Cochrane Issues New Literature 
On Dealkalizing Salt Splitter 


COCHRANE Corporation, Phila- 
delphia, manufacturer of water con- 
ditioning equipment, makes available 
a new Publication No. 4567 on the 
Cochrane Dealkalizing Salt Splitter. 

The publication discusses the proc- 
ess of chloride anion exchange, why 
it is necessary to dealkalize water for 
boilerfeed and for processing, and 
shows how water can be dealkalized 
efficiently and economically with the 
new Cochrane equipment. 

Copies may be obtained from 
Cochrane Corporation, 17th Street 
and Allegheny avenue, Philadelphia 
ae, Pa. 


Electrical Precipitation 
RESEARCH-Cottrell, Inc., Bound 
Brook, New Jersey, has published a 
28-page bulletin on its electrical pre- 
cipitation equipment. The bulletin de- 
scribes the general principles of elec- 
trical precipitation, and individual sec- 
tions are devoted to its chief applica- 
tions including power plants and man- 
ufactured gas and oil refineries. In- 
stallation photographs and diagrams 
supplement the text. 
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ie This machinist is “miking” a disc for one of the largest butterfly valves ever 
ding built — 192” diameter. Newport News built 3 such valves, each weighing 446,000 
. lbs., for the Ross Power Plant, Skagit Project, Department of Light, City of 
wit . Seattle, Washington. Designed for a water flow of 3,620 cu. ft. per sec., and a 
e and hydrostatic pressure of 290 psi., these valves were shop tested by Newport News 
cessi- at 450 psi. They are hydraulically operated with oil at 1,500 psi. pressure. 
e -—T 
ture 
: ( -ton - 
hila- Salal 
con- 
ilable 
1 the — ; 
Her. This disc for a 16-foot butterfly valve reflects two basic advantages 
proc- of Newport News fabrication... 
why 
r for First, it exemplifies the careful attention Newport News crafts- 
and men give to every detail. And secondly, it attests to the quality with 
lized ; ; : : A 
which Newport News produces in massive equipment for public 
utilities and allied industries...due to Newport News’ high inte- 
from gration of skill and production facilities. N E W POR T 
street 
Iphia Additional advantages accrue to customers from extensive work 
conducted in Newport News’ testing laboratories on problems re- N EWS 
lated to water power equipment. 
; Shipbuilding and 
ound Avail yourself of the engineering talent, along with the special- P g 
ned a ized production techniques and the skill of Newport News crafts- Dry Dock Company 
a. men operating vast steel fabricating shops, five huge machine shops, Newport News, Virginia 
de- ° * eee, . ° 
a we drop forging and die facilities along with acres of brass, iron and 
1 sec- steel foundries. 
plica- 
man- Let us bid on equipment for your present or future projects. 
In- If you are not familiar with the way Newport News can help you, 
ase write for our illustrated booklet entitled “Water Power Equipment” 
...it’s yours for the asking. 
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Twofold Benefits From The 


Analysts Journal 


7, ts timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


2, Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 





THE ANALYSTS JOURNAL 
20 Broad Street, Room #908 
New York 5, N. Y. 


Gentlemen: 


[] Please enter my subscription for one year at the subscription rate o| 
$5.00—United States; $5.50—Canada. 


(] Please send me your advertising brochure. 
Name ... 


Address 























MARCH 











XUM 











PROFESSIONAL DIRECTORY 


¢ This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tae American Appraisat Company 
ORIGINAL COST STUDIES e VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 
Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 
28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 








DAY & ZIMMERMANN. INC. 
ENGINEERS 


NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 














| fi % Standby 
. a KLE LE ® % Augmentation 
| G eo nn PLANTS * 100% Town Supply | 

Design ¢ Engineering ¢ Construction " 


aTE oO 





DRAKE & TOWNSEND 11 WEST 42ND STREET NEW YORK 36, N. Y. 


es. De 





THE FLUOR CORPORATION, LTD. 


Engineers * Constructors * Manufacturers 
LOS ANGELES 22, CALIFORNIA 
Builders of steam generating and hydro-electric power plants 
New York ¢ Chicago « Houston * San Francisco ¢ Tulsa e Philadelphia © Toronto « Calgary ¢ Denver 
Associated with SINGMASTER & BREYER, INC., New York City, N.Y. 
H. G. ACRES COMPANY, LTD., Niagara Falls, Ontario 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





ford, Bacon & Davis 


VALUATION int CONSTRUCTION 
REPORTS Eng ers RATE CASES 
NEW YORK @ CHICAGO @ LOS ANGELES 











GIBBS & HILL Ino. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK—LOS ANGELES 
INDIANAPOLIS—SAN ANTONIO 











GILBERT ASSOCIATES, INC. 


GA ENGINEERS © CONSULTANTS © CONSTRUCTORS 
607 WASHINGTON ST. 
FOUNDED 1906 READING, PA. 


@ WASHINGTON @ PHILADELPHIA @ NEW YORK 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 








GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 











HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE e COLUMBUS, OHIO 








Mention the FortNIGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











The K uljia n loyporalion 


i 
ENGINEERS ° CONSTRUCT Gia 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 


Utility Management Consultants Specializing in REGULATORY 
GAS AND 


WATER © COST ANALYSIS MPROBLEMS 
for past 35 years 
Send for brochure: ''The Value of Cost Analysis to Management’ 














N. A. LOUGEE & COMPANY 


Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 
120 Broadway New York 














CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET “= BOSTON 10, MASS. 











MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 





Organization * Corporate Practices * Accounting * Budgeting * Financing * Taxes * Stock Transfer * Appraisals * Valuat e & i 
Analysis « Cost of Money Studies * Depreciation Studies * Engineering * System Planning * Industrial Engineering * New Business © Rates ¢ Pricing 
Sales and Marketing * Safety * Insurance * Pensions * Employee Welfare * Public Relations * Advertising * Personnel * Industrial Relations 








20 NORTH WACKER DRIVE « CHICAGO 6, ILLINOIS 
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Pioneer Service & Engineering Co. 
_—") 





SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET 





















> Complete Services for Gas 
Industry's . and Electric Utilities * Designing 
Partner J. F. Pritchard & Co. ¢ Engineering ¢ Construction 
e Alterations ¢ Expansions 
for Progress ENGINEERS @ CONSTRUCTORS * Modernization ¢ Surveys Plans 
| ¢ Piping * Equipment * Steam 


© Dept. 415, 210W. 10th St., Kansas City 5,Mo. of Diesel Power Plants 











SANDERSON & PORTER & 


ENGINEERS 
AND 


CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 


Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
for Publi ili 
REPORTS — VALUATIONS Guadeaming ie Theil 


Including Hydro-Electric Properties 





1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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Abrams Aerial Survey Corporation 


PHOTOGRAMMETRIC ENGINEERS FOR MORE THAN A 
THIRD OF A CENTURY 
Aerial Photography — Atlas Sheets —- Mosaics — 
Plan and Topographic Mabs — Profiles — Infra-red 
Photograbhy — Photo-interpretation Instruments 


614 E. Shiawassee St. Lansing, Michigan 








LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE StT., CHICAGO 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Uttlity Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 








LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anp SERVICE CO. 
327 So. LaSalle St., Chicago 4, IIL 











MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 

















GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


invesigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 








A. S. SCHULMAN ELEctTRIC Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 














FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SOUTH MICHIGAN AVENUE, CHICAGO 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














JACKSON & MORELAND 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 











Mention the FortNIGHTLY—It identifies your inquiry 








MARCH 3, 1955—PUBLIC UTILITIES FORTNIGHTLY 











INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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Q-Panel walls grace the new Elrama Power 
Why fine new power Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 


plants everywhere Corporation was General Contractor. 


have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 





Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 


wail, Wile! 





Ro bertson Please send a free copy of your Q-Panel Catalog. 


Q-Panels _ 3 


FIRM 
H. H. Robertson Company | 7 = 
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NEXT: GASEOUS INSULATION 


An entirely new concept—gas as a 
power transformer insulation and cool- 
ant—is now being used by General 
Electric engineers at Pittsfield, Mass. 
The gas is sulphur hexafluoride chosen 
because of its high dielectric strength. 

Lighter, quieter, safer... these are 
the predictions for this revolutionary 
design, a joint project of G.E. and the 
Consolidated Edison Company of New 
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York. Above is a model of the 2000- 
kva, 69-kv units now being built. 
Gas-insulated transformers will be 
safer because sulphur hexafluoride is 
non-flammable; guieter—because pres- 
surized gas conducts sound far less 
readily than liquid; lighter and more 
compact—because the gas will elim- 
inate heavy liquid insulation. General 
Electric Company, Schenectady 5, N.Y. 
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